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VOLUME XXXV 
NUMBER 4 


The Place of Agriculture in Economic Developmentt 
By YUSIF A. SAYIGH* 


The Shift in Outlook 


O MOST economic writers and stu- 

dents of economics, and more so 
to journalists and other molders of public 
opinion clamoring for economic develop- 
ment in the less developed world in the 
early postwar years, development meant 
industrialization, almost by definition. 
It also meant, by implication if not ex- 
plicitly, the relegation of the agricultural 
sector in the economy to a minor position 
and the direction of effort and resources 
largely to industry. 

Today there is, to say the least, serious 
doubt concerning the near-complete 
identification of economic development 
with large-scale industrialization, in spite 
of the great emphasis still placed on the 
evolving of the manufacturing industry. 
The more daring students of the subject 
are willing to go as far as to say that the 
agricultural sector ought to have the 
place of honor in the economy and in the 





t The material on which this article is based was origin- 
ally prepared for and given as an address at the Near East 
and South .Asia Regional Conference of Food and Agri- 
culture Officers of the International Cooperation Admin- 
istration held in Beirut, April 1959. 

* Associate Professor of Economics at the American Uni- 
versity. of Beirut, Beirut, Lebanon, presently on leave of 
absence at Harvard University, as a Research Fellow with 


the Center for International Affairs and the Center for Mid- - 


dle. Eastern Studies. - 


designing and process of development. 
The shift in attitude may not be widely 
shared outside the ranks of specialists but 
its extent among them and among a 
smaller circle of policy-makers is signifi- 
cant enough to deserve attention. 


Those students and policy-makers who 
identified development with industrial- 
ization almost without question had cer- 
tain views on underdevelopment in 
which cause and effect were rather con- 
fused. Thus, from the generally correct 
observation that, in most countries with 
low levels of income per capita, agricul- 
tural activity predominated among 
economic activities they usually moved to 
the conclusion that it was this predomi- 
nance that depressed incomes. 


That this conclusion did not rest on 
anything more convincing than guess- 
work can be seen if we remember that 
only recently have a few thorough and 
comprehensive studies been undertaken 
to explore the relationships between the 
various economic sectors during a process 
of growth or at different points in time. 
Among these, Simon Kuznets of The 
Johns Hopkins University has studied 
data covering a number of decades and 
for 59 countries in order to determine, 
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even if tentatively and only partially in 
some instances, the quantitative aspects 
of the economic growth of nations, the 
industrial distribution of national product 
and labor force, and how this distribu- 
tion behaves over time under conditions 
of growth.! Without going into the find- 
ings of Prof. Kuznets we can still say 
that both statistical evidence and qualita- 
tive analysis point to the view that agri- 
cultural backwardness is not so much a 
cause of general underdevelopment as a 
result of it and that a state of development 
measured, say, by the level of real income 
per capita, is conceivable and possible in 
an economy that is predominantly agri- 
cultural. We can safely say further that 
no worthwhile development can proceed 
in the other sectors of the economy before 
agriculture itself has been freed to a 
considerable extent of its backwardness. 

The confusion between cause and 
effect to which we have just referred 
must not all be blamed on the layman. 
A part of it has arisen because of the 
interpretation to which some of the litera- 
ture on economic progress has lent itself. I 
am referring here to some theories put 
forward in the inter-war period according 
to which societies follow a course of 
progress with well defined stages. These 
stages have been variously designated as 
agriculture, manufacturing industry, and 
services—or primary, secondary, and ter- 
tiary.2 This sequence has been widely 
taken to reflect a ranking in terms of im- 
portance of the stages in the process of 
development. As a result, it has come 


1 Simon Kuznets, “Quantitative Aspects of the Economic 
Growth of Nations”, I, II and III, Economic Development and 
Cultural Change (Chicago, Illinois: University of Chicago 
Press, Vol. V, No. 1, October 1956) Supplement to Vol. V, 
No. 4, July 1957; and Vol. VI, No. 4, Part II, July 1958, 
respectively. 

2 As, for example, Colin Clark in Conditions of Economic 
Progress, and A. G. B. Fisher, “The Economic Implications 
of Material Progress, "International Labour Review, July 1935, 
pp. 5-18. Harvey Leibenstein gives at least partial support 
to the Fisher-Clark thesis in his Economic Backwardness and 
Economic Growth (New York: John Wiley, & Company, 
1957), esp. pp. 77-79. 


to be desired, especially by economic 
planners, to run away from the agri- 
cultural stage as soon as possible. Ob- 
session with industrialization, as a de- 
sideratum in itself, has blinded many an 
otherwise responsible and rational person 
to the high human and material cost, or 
to the illogicality of what I call “insulated 
industrialization.” In what sense in- 
dustrialization can be insulated and the 
dangers and remedies of such insulation 
will I hope become clear later on. 


Having pointed to the confusion aris- 
ing from the old look of the phasing and 
causation of economic development, I 
must now in fairness point, even if briefly, 
to the understandable obsession of under- 
developed countries with the manufactur- 
ing industry and as a result to the enor- 
mous attention and effort devoted to the 
process of industrialization. ‘There are 
two good reasons for this obsession. The 
first is the educational value inherent in 
the training and organization and in the 
technological preparation necessitated by 
industrialization. ‘The second is the rise 
in productivity, and therefore in income, 
of participa ‘ts in industrial activity on 
moving over from agricultural activity. 
Present-day willingness to allow agri- 
culture to share the place of honor with 
industry in the design of development is 
a sign of the acceptance of certain impor- 
tant qualifications to the case for indus- 
trialization. These qualifications result 
from a clear realization of the necessity 
of viewing the whole economy as a unity 
within which major sectors cannot be de- 
veloped if other major sectors are ignored 
and within which sectors cannot progress 
at very different paces. 


The Conditions of Development 


To my mind, to find the proper place 
of agriculture in economic development 
one must first of all not think in terms of 
strategic positions relative to the process 
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of development within the whole system 
of dynamic relationships in society. In 
other words, one must start with no pre- 
conceived ideas of the superiority of 
certain sectors. One must start instead 
with a desire to find out the most effective 
and practicable way of reaching whatever 
objectives one has decided upon; then 
one must determine the areas of social 
and economic change that have to be 
conquered before the objectives can be 
reached. 

I have to stop at this point and define 
some of my terms in order better to con- 
vey the substance of my argument. My 
insistence on social change in a zone wider 
than theone conventionally and narrowly 
economic arises from the differentiation 
I make between growth and develop- 
ment, in line with a small group of 
scholars such as Joseph Schumpeter and 
James Baster.* Here growth is simply a 
modest rise in real income per capita 
which a society is capable of achieving 
solely through the normal exertions of the 
economy as a going concern and from 
within the economic framework proper: 
whereupon development becomes growth 
of a size that cannot be achieved without 
a much greater exertion and without the 
simultaneous or even the prior occurrence 
of radical changes in certain cultural, 
social, political, and technological insti- 
tutions and ideas. 

There is, however, need for something 
beyond this differentiation, important as 
it is, between growth and development. 
Three conditions have to be satisfied be- 
fore we can concede that development is 
taking place. First, the marked depar- 
ture from an habitual, modest rate of 
growth must endure and not be merely 
a spurt of brief duration. Second, the 

8 See Joseph A. Schumpeter, The Theory of Economic De- 
oelopment (Cambridge, Massachusetts: Harvard University 
Press, 1934), pp. 63 and 64; and James Baster, “Recent 


Literature on the Economic Development of Backward 
Areas,” Quarter Journal of Economics, November 1954, pp. 
585-602. f 


marked rise in the rate of growth must be 
largely the result of the performance of 
the national economy itself and not of 
sizable pockets of foreign enterprise in it, 
such as the oil industry in the Middle 
East. Third, this marked, sustained 
rise in income must be accompanied by 
an improvement in the pattern of income 
distribution, or at least must not be ac- 
companied by a worsening of this pattern 
for more than a short period of time.‘ 

These conditions, although perhaps 
obvious, are nonetheless very important. 
A moment’s thought about them con- 
firms the truism of the absolute necessity 
of the underlying requirement that cer- 
tain radical socio-economic and tech- 
nological changes should occur before a 
society can set out unmistakably on the 
path of development. Only if this basic 
requirement and the three conditions 
that project or explain it are adequately 
satisfied will it be possible to witness what 
Rostow has called the “take-off into 
economic development with all that this 
implies in the overcoming of rigidities 
and problems inside the economy proper, 
and outside of it in the social and cultural 
systems as in the realm of technology.® 
But what is more important than the 
mere “take-off” into development is the 
sustenance of development within a 
framework of social justice and it is here 
that the requirement and the conditions 
are most relevant. 

No marked advances in any one large 
sector in the economy are possible within 
this conceptual frame while another large 
sector lags behind. Nor will it be ad- 
visable to concentrate attention on the 
promotion of one sector, such as industry, 
in terms of technical advancement and 

¢ The writer has developed these conditions at length in, 
Entrepreneurship and Development: Private, Public and Joint 
Enterprise in Underdeveloped Countries, Chapter I (Ph. D. Dis- 
sertation, The Johns Hopkins University, 1957. Unpub- 
7 W. Rostow, The Process of Economic Growth, (New 
York: W. W. Norton & Company, 1952). p. 19. 
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rise in productivity and income if the 
rest of the economy has not first gone 
through the painful changes and adjust- 
ments that will permit the growth of that 
one sector as well as the rest of the 
economy. Ignoring the rest will in- 
evitably drag the one advanced sector 
more or less back to the level of the other 
sectors, will make the cost of its promo- 
tion exorbitant, or will otherwise negate 
the gains—even if only partial—of that 
sector. 


These generalizations make more sense 
in a discussion of specifics. But even at 
the present level of abstraction it can be 
seen that the task of development is so 
enormous and exacting, and the process 
so complex and penetrating that one is 
not allowed to over-simplify matters 
either by phasing development in a 
hierarchy of stages or by manipulating 
development at one moment of time 
through promoting one sector and hold- 
ing the other sectors constant. Both the 
phasing and the manipulation are not 
true to life: at best they are useful only 

- for partial analysis, not policy purposes— 
and even then strictly within a narrow 
economic context. But we know that we 
need a much broader context than the 
mere economic for understanding and 
planning development. Therefore an 
artificial narrowing of the context is 
bound to mislead those who impose it as 
much as those who accept to think and 
operate within it. 


Agriculture aud Developmeut 


The Overpopulated Country. Thinking 
about the place of agriculture in eco- 
nomic development necessitates a broad 
differentiation between those underde- 
veloped countries that are considered 
overpopulated, and those that are con- 
sidered underpopulated—given the tech- 
nology prevailing in either case. The 
differentiation has usually been made in 
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order to indicate the dissimilarity of the 
problems, and therefore the dissimilarity 
of solutions for the problems of the two 
categories of countries. 


In the first category of overpopulated, 
underdeveloped countries, the major 
problem is how to siphon off excess, 
underemployed population from the 
countryside and to provide it with gain- 
ful employment. Overpopulation in the 
circumstances, coupled with ignorance, 
general poverty, and often illness results 
in low productivity and a low real income 
per capita. If manufacturing industry 
could only be established, the argument 
runs, underemployed laborers would be 
drawn into industry without adversely 
affecting agricultural production and 
with benefit to industrial production. 
These are the bare bones of the argument. 
It is often made more complete and 
elaborate by references to the psychologi- 
cal value of providing gainful employ- 
ment to the excess rural population which 
is thus saved from the demoralization of 
forced idleness. The learning of new 
skills by rural workers, the introduction 
of new products into the stream of na- 
tional income, the raising of the perfor- 
mance of the economy, the introduction 
of the new forms of organization and of 
complex technology required in manu- 
facturing, and the emergence of certain 
institutions such as industrial banks and 
research institutions made necessary by 
industrialization—all are important re- 
sults of the shift that are often, and quite 
rightly, cited. 

On the other hand, the argument con- 
tinues, countries that are underpopulated 
or just optimally populated do not present 
the same sense of urgency for industrial- 
ization, yet will have to make the decision 
sooner or later if they are to face their 
high rate of increase in population. And, 
as in the case of overpopulated countries, 
arguments of economic and non- 





AGRICULTURE AND ECONOMIC DEVELOPMENT 


economic aspects are offered, such as the 
need to be freed of the serious depend- 
dence on the exportation of foodstuff and 
primary commodities, the need to diver- 
sify production, and the need to be rela- 
tively independent of foreign exporting 
countries. Furthermore, the psychologi- 
cal, technological, and organizational 
benefits of industrialization to which I 
have just referred in connection with 
overpopulated countries apply equally 
here to underpopulated countries. 


I do not claim that these arguments 
are fundamentally false. What I do 
claim is that they overlook for the most 
part the logical sequence of events in the 
process of development, and quite often 
they confuse the chain of causation in 
this process. But most important, they 
have too narrow a focus within the broad 
context of society. Let us take the case of 
the overpopulated country first. The ills 
of this type of country are too well known 
to need elaboration. Yet because of 
these very ills it would be idle to suppose 
that industrialization is a short-cut to 
development and prosperity. If the 
population is needy, weak, illiterate and 
unprepared except for its traditional 
activity—as it is most likely to be—then 
it will resist change and will show exces- 
sive immobility, both in the geographical 
sense and in the sense of attitude. Sucha 
population will be traditionalist and will 
shy away from the unknown: its stock of 
knowledge, both pure and applied, will 
be very limited; its social structure will be 
tight and unwelcoming to the new rela- 
tionships that are bound to come with 
organization and industrialization; in- 
dustrial skills will involve a radical de- 
parture from the pattern of its present 
skills; the institutions prevailing, includ- 
ing both the economic and the socio- 
political, will be of the type that has 
evolved within the context of a pre- 
dominantly agricultural economy; and 
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the motivation and value systems will 
not be conducive to easy or speedy in- 
dustrialization. 


The objection might arise that all these 
shortcomings and ills, while true, are a 
challenge that has to be faced, that an 
underdeveloped economy ought sooner or 
later to remedy these ills, and the sooner 
the better if the cumulative effect of ex- 
treme underdevelopment is not to para- 
lyze the initiative for progress. To my 
mind the best answer to this objection 
would be to affirm the enormous chal- 
lenge of rural backwardness and the cry- 
ing need to face it. If agriculture is to 


provide the understructure for further 
development, as it ought to do if the 
population is to be adequately fed and 
clothed and sheltered, then not only the 
technology of agriculture but also its 
organization and the land tenure systems 
underlying it and the institutions financ- 


ing and servicing it, will need to be ex- 
tensively improved. And the improve- 
ment will call for a change in social rela- 
tions, attitudes, and motivation in the 
rural community. This is no easy job for 
an overpopulated, poor country. But at 
least it does not call for any serious up- 
rooting of people and habits nor will it 
cause as much dislocation as is caused in 
conditions of industrialization. 


There is yet more to be said for the 
course of action we are favoring. Agricul- 
tural development must come first if the 
economy is to cease being a subsistence 
economy and to become a market 
economy. Manufacturing industry for 
many years in its early life will not be 
competitive in the international markets 
and will have to rely mainly on the local 
market. This local market is bound 
mostly to be the rural community. And 
unless this community has something to 
exchange for the manufactured products 
forthcoming from the industrial sector 
this latter sector is not going to be healthy 
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and viable. It will be wasteful of scarce 
resources to invest heavily in a sector the 
prosperity of which requires prior invest- 
ment in another sector when this one is 
left undeveloped. And it will be unfair 
to do that when in all likelihood it will be 
exports from the underprivileged agri- 
cultural sector that go to pay for the 
capital equipment needed in the privi- 
leged industrial sector. 


Development of agriculture is thus the 
logical and necessary starting point for 
general development. It is logical be- 
cause any other starting point is bound 
to distort the course of development and 
to fail to lead to the targets of that course. 
It is necessary both for providing the in- 
dustrial sector in due course with the 
foreign exchange resources to finance its 
capital acquisitions and for providing 
that sector with a local market for its 
products. Furthermore, once on the 
road to development, the agricultural 
sector will provide the industrial sector 
more easily and effectively with large 
parts of its labor force and its inputs. 
And the transition from underdeveloped 
to developed agriculture will have as- 
sisted the emergence of many economic 
and non-economic institutions which 
will make the further emergence of institu- 
tions, aptitudes, and attitudes appropri- 
ate for industrial development more 
practicable as well as less exacting and 
dislocating. 


Above all, the major bottlenecks and 
lags in the course of progress arise in the 
traditionalism and stagnation in the rural 
community. It is futile to try to inject 
dynamism into society through the speedy 
evolving of an industrial sector while 
agriculture remains stagnant. Deep 
progress cannot be achieved on both 
these broad fronts simultaneously. If so, 
then the current of change must first be 
directed to the area where resistance is 
likely to be greatest and most retarding. 
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If the current is directed to another area 
to the neglect of the first, then society will 
be left with the paralyzing inertia of 
traditionalism that will nullify progres- 
sive efforts in peripheral and distant 
areas. To follow a course of action that 
does not involve primary and major 
emphasis on reform in the rural sector at 
large but on the evolving of an industrial 
sector means the treatment of industry 
out of context—what we called earlier the 
insulation of the industrial sector. Such 
insulation deprives it of the beneficial 
interaction, both economic and non- 
economic, with the rest of the economy 
and with the total social complex. 


The economic arithmetic of costs and 
benefits is incomplete if not supplemented 
by the social and political arithmetic of 
the situation. Thus the restlessness and 
need of the peasantry place a heavy 
claim on the attention and resources of 
society—a claim that is both urgent and 
direct. The peasantry cannot in fairness be 
quieted down with the promise that it 
will benefit from a program of industrial- 
ization—even if the promise were 
honestly made and seriously in- 
tended. The benefits it expects from de- 
velopment must be purposely and di- 
rectly designed for it. The fact that 
revolts have rarely erupted in rural com- 
munities contains a deceptive and short- 
sighted assurance. And planners ought 
to know that, in claiming a major share 
of the benefits of development, the rural 
community asks for justice and not 
charity. 

There remains one point with regard 
to the argument that quick industrializa- 
tion is the answer to overpopulation. 
The argument rests on the grounds that 
the cost-return calculus has to be relaxed 
in view of the urgency of the problem of 
explosive overpopulation. On the basis 
of this same argument we maintain that 
to place major stress on speedy industrial- 
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ization at the expense of agricultural 
reform may make the problem of over- 
population even more explosive. It is 
imperative to remember that industry in 
an economy in the early phase of its de- 
velopment can absorb only a very small 
part of the labor force. Thus a deceptive 
satisfaction will creep into the minds of 
responsible men in public office that the 
proper and adequate remedy to over- 
population is being administered, while 
in fact the ill remains virtually as 
serious. Furthermore, the inherent weak- 
ness of insulated industrialization, which 
in all probability will make it fail in 
reaching even its own limited and partial 
objectives, will have a frustrating effect 
on all sectors and this will only add to the 
explosiveness of the problem. The Mal- 
thusian terror is indeed a dragon with 
seven heads and it will not disappear 
from the underdeveloped, overpopulated 
world if we aim our blows at the tail. 


Perhaps economists should therefore 
think less of siphoning off excess rural 
population and more of using this excess 
more fully and productively where it is 
as a prerequisite for development in 
non-agricultural sectors. There is pos- 
sibly little glamour in a campaign to 
grow more food—at least it is less 
glamourous than a campaign to indus- 
trialize; yet there is a great deal of earthy 
sense in filling the stomachs of hungry 
peasants. Indeed, I presume there is 
little sense in any other campaign. But 
this means precisely the irrelevance of a 
large part of the pressure to siphon off 
excess population from the land since the 
excess will get smaller if it is used to turn 
out more produce. Now I admit that 
my thesis has little applicability to the 
Egyptian case but then Egypt is a very 
special case. India, whose population 
problem has the appearance of that of 


Egypt, is in effect in a different position. , 


Indeed, its resource-man ratio, even 
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given present technology, is well higher 
than the Egyptian. India does not have 
the already highly intensive use of water 
and land resources which makes the 
Egyptian situation as desperate as it is. 

But then if my thesis is of little value 
to the Egyptian case this does not mean 
that the recent ambitious program of 
industrialization provides the answer to 
the country’s enormous population prob- 
lem. Indeed, the reasoning underlying 
the Aswan Dam approach to the problem 
itself supports my point. Under the 
circumstances, one is left with the in- 
evitable conclusion that the answer to 
Egypt’s problem in the foreseeable future 
will be only partly in industrialization. 
To a larger extent it will still be in land 
reclamation and broad rural reform; 
and to a much larger extent it will have to 
be in restraints on population growth. 
Apart from the special case of Egypt, I 


maintain that my thesis is generally 
tenable. 

The Underpopulated Country. So much 
for overpopulated, underdeveloped coun- 


tries. Is the same approach valid for 
underpopulated, underdeveloped coun- 
tries? My answer is in the affirmative. 
Indeed, there is at least as much reason 
for development efforts to be directed 
first to the rural sector in underpopulated 
as in overpopulated countries. Such 
efforts will be more fruitful and less 
exacting, in view of the more accom- 
modating resource endowment in under- 
populated countries. 

It may well be that the process of 
agricultural development will lead more 
speedily and with less social and eco- 
nomic dislocation to industrial develop- 
ment. But the starting point in such 
countries is nonetheless the agricultural 
sector. Under the circumstances the 
process of development will most prob- 
ably be less costly, other things 
equal, than in a situation characterized 
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by a niggardly endowment of resources. 
True, there will nonetheless be need for 
the emergence of the institutions, apti- 
tudes, and motivations appropriate for 
rural development. But the growing 
pains associated with such emergence will 
not be compounded with the same pain- 
ful scarcity of resources that bedevils the 
country having a niggardly endowment. 
Countries fortunate enough to be under- 
populated, such as Syria and Iraq, are 
spared the insecurity and the anxiety 
that burden the overpopulated. Other 
things equal, the good agricultural pros- 
pects of underpopulated, generously- 
endowed countries will make for a smooth 
and rewarding advance towards indus- 
trial development. 


Insulated Sectoral Development 
versus General Development 


I do not want to leave the impression 
with you that I argue against insulated 
industrial development but not against 
insulated agricultural development. In 
_ the first place, I am fully aware of the 
disapproval of underdeveloped countries 
of any criticism of speedy industrializa- 
tion. If only for this reason the student 
of economic development is called upon 
to explore the public mind and sentiment 
that produces the cause for the disap- 
proval. And the student must therefore 
start with the assumption that there 
cannot but be some strength in the case 
for speedy industrialization as a desired 
goal. 


In the second place, to be consistent 
with myself I must state clearly that 
agricultural development, designed as an 
end in itself within the rural sector as an 
autonomous closed economy, makes 
almost as little sense as insulated indus- 
trial development. I say ‘“‘almost’’ be- 
cause insulated agricultural development 
is likely to be more viable than insulated 
industrial development, since the rural 


sector can at least produce the necessities 
of subsistence for the community. 


The developing of the agricultural 
sector, in the broader sense of the term 
with its economic, technological, organ- 
izational, and social connotations, is the 
condition for development of the 
economy at large. Only if the frontiers 
of the agricultural sector are left open for 
interaction with the other sectors will 
there be the inter-sector mobility and 
mutual accommodation vital for general 
development. Thus, neither the design 
and planning of development, nor the 
allocation of resources, must be allowed 
to be too closely geared to agricultural 
development in isolation any more than 
to industrial development in isolation. 
The eventual fusion of the two must 
remain a guiding principle in the think- 
ing and the planning of policymakers and 
their advisors. This insistence does not 
mean, however, that there will be two 
starting points on the agricultural and 
industrial fronts simultaneously. I have 
argued to the contrary. But to take the 
position that the starting point is agri- 
cultural reform is not to say that agri- 
cultural reform must be considered self- 
sufficient. Indeed it must be so designed 
as not to be self-sufficient but to be com- 
plementary to, and to expect comple- 
mentarity from, the industrial sector. 
The frontiers must dovetail. 


This thesis is and yet is not one of 
balanced growth, depending on how one 
defines the term. If by balance one 
understands ultimate balance in the op- 
portunities for development among the 
sectors, then indeed I am making a plea 
for balanced growth. But if by balance 
one understands a mechanistic appor- 
tioning of the resources available for de- 
velopment even in the early stages of the 
process regardless of the outcome in 
terms of possible subsequent imbalance, 
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then I make no plea for that type of 
balanced growth. 


Conclusion 


My conclusion is that agriculture has 
to be reinstated in a position of signifi- 
cance in the strategic arrangement of the 
sectors for development. In this position 
it is not merely a gateway from which the 
road to development begins, only to pro- 
ceed to the blissful realm of industrializa- 
tion. Agricultural development is a 
gateway but it is more than that. It is 


an interim objective which must be 
adequately achieved and the results of 
which—in products and aptitudes and 
institutions—must be carried forward to 
be made use of in the next objective of 
industrial development. To my mind, 
this all important gateway is the only 
opening to development in the other 
sectors beyond. No satisfying break- 
through is possible elsewhere and no 
shortcuts that I know of lead to real 
industrial development while leaving a 
backward rural sector behind. 








A Critique of Contemporary Planning for 
Business Centers 


By BRIAN J. L. BERRY* 


i arecent article appearing in Land 
Economics Milton C. Taylor evaluated 
public policies that forbid provision of 
service facilities on limited-access high- 
ways.! A conflict was noted between 
such policies and the public interest, 
because “‘the whole weight of judgment 
and experience of toll highway authori- 
ties supports the conclusion that services 
on the roadside of limited-access high- 
ways are an indispensable requirement of 
the highway user.”? Taylor admitted 
that “no quantitative data have been 
provided . . . . which would either prove 
or disprove a case for services on the 
roadside.”’$ 


This article, like that of Taylor, 
argues that a conflict exists between 
public policies and the public interest. 
The case in point is a discrepancy be- 
tween current planning and zoning for 
business centers within cities and an 
optimum business structure in terms of 
demands, economic trends, and design 
criteria. In contrast to Taylor’s article, 
quantitative materials form the basis for 
the argument. These materials also tend 
to support Taylor’s case for highway- 
oriented services. 


The discussion has four parts: a sum- 
mary of recent studies which have 
clarified the pattern of business land 
use; a review of information regarding 
the way in which this pattern of land use 
is changing; an analysis of planning con- 
cepts and zoning practice in light of pre- 
vious parts of the discussion; a resumé of 


* Department of Geography, The University of Chicago. 
1 Milton C. Taylor, “Service on Limited-Access Highways: 
Organized Pressures and the Public Interest,”” Land Economics, 
February 1959, pp. 24-34. 
% Ibid., p. 31. 
8 Ibid., p. 27. 





implications for planning and zoning of 
business centers. 


Findings of Recent Studies 


Stucies of urban business‘ have been 
completed recently by the author and 
others during one phase of an investiga- 
tion of the role of highways in the 
geographic organization of economic 
life.’ Details of these studies are pub- 
lished elsewhere® and need not be re- 
peated here. The findings which are of 
interest concern the location habits of 
various types of urban business and in 
particular that within cities there are four 
basic groups of business types: nucleated, 
urban arterial, highway-oriented, and 
localized. Each group comprises a set of 
business types defined on the basis of 
spatial association and location.’ The 
groups were obtained by statistical an- 
alysis working via correlation matrices 
and cluster search methods, without a 
priort judgments as to the association of 
business types. 

Nucleated Types. Nucleated business 
types are those normally associated with 
central places or shopping centers: food, 
drug, variety, clothing, shoe, and depart- 
ment stores, barber and beauty shops, 
banks, professional offices, and so forth. 


«Urban business here refers only to retail and service 
activities, and should be interpreted in this sense only in the 
rest of this discussion. 

S William L. Garrison, Brian J. L. Berry, Duane F. 
Marble, John D. Nystuen, and Richard L. Morrill, Studies 
of Highway Development and Geographic Change (Seattle: 
University of Washington Press, 1959); Brian J. L. Berry, 
“Ribbon Developments in the Urban Business Pattern,” 
Annals, Association of American Geographers, June 1959, 
pp. 145-155. 

* Ibid. 

7A detailed description of the four groups of business 
types with information concerning the business types within 
each group and examples of the kinds of business centers 
associated with the groups are included in the works cited 
heretofore, ibid. 
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They occur in the familiar hierarchy of 
business centers and trade areas, from the 
lowest level of ubiquitous general stores, 
through neighborhood or village centers 
and community or town centers, to the 
level of regional shopping centers and 
city level central business districts. Fea- 
tures of this hierarchy are well known. 
Trade areas of low order centers “nest” 
within the trade areas of high order 
centers. All centers compete to provide 
low order goods and services but lower 
order trade areas depend upon the high 
order centers for high order goods. The 
conceptsof “‘range” and “threshold” have 
been shown to provide a satisfactory ex- 
planation of the spatial and hierarchical 
characteristics assumed by this nucleated 
group. ® 

Urban Arterial Types. Urban arterial 
business types locate only in cities, and 
within cities seek sites along major traffic 
arteries rather than in nucleated centers. 
They include furniture, appliance, and 
fuel dealers, bars, and automobile repair 
establishments. In association they con- 
tribute to familiar ribbon developments. 
It has been asserted elsewhere that 
these urban arterial business types con- 
stitute the fringe, secondary belt, or 
frame, of nucleated centers.® This is 
probably true in proximity to a central 
business district, for in such a case print- 
ing and office supply concerns tend to 
concentrate in the better arterial loca- 
tions while less desirable arterial proper- 
ties in the zone of discard have skid row 
developments. But in other parts of the 
city urban arterial business types exhibit 
inertial characteristics with respect to 





*Brian J. L. Berry and William L. Garrison, “Recent 
Developments of Central Place Theory,” Papers and Proceed- 
ings, Regional Science Association, 1958, pp. 107-120. 

*Ronald R. Royce and Edgar M. Horwood, Northgate 
versus Certain Competitors: A Study of Shopping Center Differentia- 
tion (unpublished report, University of Washington 
libraries, 1957); and Studies of Central Business District and 
Urban Freeway Development (Seattle: University of Washing- 
ton Press, in press). 


major highways rather than to nucleated 
centers. '° 

Highway-Oriented Types. Gas stations, 
restaurants, motels, etc., are oriented to 
highway demands, wherever there is 
justification in traffic volumes. Good 
highways also provide access to large 
cheap sites; and these sites attract lumber 
yards, building supply establishments, 
and many repair services. Together, the 
business types supplying highway de- 
mands and the concerns requiring both 
good access and space constitute the 
highway-oriented group. The group 
differs from the urban arterial group in 
that they are highway-oriented regard- 
less of whether the highway is a city 
arterial or an intercity route. 

Localized Business Types. Certain busi- 
ness types are found localized in special- 
ized districts rather than dispersed 
throughout the urban area in many 
business centers. The most common o 
these districts is automobile row, with it 
dealers in new and used automobiless 
Other such districts may be found in. 
large cities. 

The Pattern of Business. There are four 
groups of business types. With each 
group is associated a particular type of 
business district: a hierarchy of nucleated 
centers, ribbons of urban arterial and 
highway oriented types, and specialized 
functional areas. Viewed together, these 
elements constitute the urban business 
pattern." 


Evidence Concerning Change 


This urban business pattern may be 
found in cities throughout the United 
States. Does it, then, constitute a com- 
petitive locational equilibrium resulting 
from the natural selection of businesses on 
the basis of location and efficiency? Can 





80See the graphics in “Ribbon Developments in the 
Urban Business Pattern,” op. cit. 

11 Ibid. for a further discussion of the urban business 
pattern. 
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this urban business pattern be viewed as 
an optimum locational system? If some 
intrinsic quality may be inferred, then 
important conclusions may be made con- 
cerning the nature and quality of plan- 
ning and zoning for business. 

There is good evidence that retail and 
service business is highly competitive and 
that rates of birth and death are high.'? 
Successful firms are those which satisfy 
the requirements of the economic system 
by being able to compete.'* Firms which 
are not competitive can persist for a 
while but fail in the long run.4 A 
business pattern viewed at any one time 
will contain both weaklings and more 
stable persistent establishments. Because 
of the weaklings, care is needed in in- 
ferring efficiency after viewing a pattern at 
a single time period. Evidence is also 
needed that as conditions change the 
retail and service economy adjusts itself 
by competition but that the four groups 
of business types persist. If evidence of 
persistence is found, there are more sub- 
stantive bases for arguing that the urban 
‘business pattern is an optimum pattern. 


Highway Impact Evidence. Many studies 
of the impact of highway construction 
upon the geographic organization of 
economic life are at present being under- 
taken, sponsored by state Departments of 
Highways and the United States Bureau 
of Public Roads.!5 These studies provide 
evidence concerning changing business 





12Sidney Goldstein and Kurt Mayer, “Patterns of 
Business Growth and Survival,” The Journal of Economic 
History, 1957, pp. 193-206. 

.18 This statement does not preclude imperfect competition 
in the spatial system. For elaboration of this point see the 
discussion of excess profits in, Brian J. L. Berry and William 
L. Garrison, ‘A Note on Central Place Theory and the 
Range of a Good,” Economic Geography, October 1958, pp. 
304-311. Success means the ability to earn normal profits 
and such excess profits as are possible in the spatial system 
and therefore the ability to survive. 

14Goldstein and Mayer, op. cit.. showed that in their 
study area 20-25 percent of all grocers, clothing stores, gas 
Stations, cleaners; and beauty shops, for example, survived 
for less than two years in the period 1940-1950. 

18 William L. Garrison and Marion E. Marts, Influence of 
Highway Improvements of Urban Land: A Graphic Summary 


patterns. Many have been concerned 
with the effects of bypass construction 
upon sales volumes in bypassed com- 
munities. One such study was under- 
taken in Marysville, a small town north 
of Seattle, Washington.'* Changes ob- 
served were: because traffic was diverted 
around Marysville, sales volumes of 
highway-oriented businesses declined; 
because congestion was reduced, Marys- 
ville became more attractive as a neighor- 
hood center; since access around Marys- 
ville, south to Everett and Seattle, was 
improved, Marysville became a less 
competitive and desirable community- 
level center. From this evidence two 
general effects were suggested: (a) diver- 
sion of demands for highway-oriented fa- 
cilities from the old to the new highway; 
(b) a substitution effect such that nu- 
cleated facilities centralized in higher 
order centers as these centers became 
more accessible and hence more com- 
petitive vis-4-vis lower order centers. 


Information from other sources tends 
to confirm these two general effects. 
Taylor quotes a study by the Ohio Turn- 
pike Commission concerning demands for 
gas, food, and rest, on new highways.!” 
The success of highway service plazas on 
the toll roads is not questioned and new 


(Seattle: Highway Economic Studies, University of 
Washington, 1958) contains a review of many of these high- 
way studies. Also see Garrison, Berry, e¢ al., op. cit., and 
Boyce and Horwood, op. cit. 

16 Garrison and Marts, Geographic Impact of Highway Im- 
provement (Seattle: Highway Economic Studies, University 
of Washington, 1958) and Garrison, Berry, et al., op. cit. 

17 “Service on Limited-Access Highways . . . .,”” op. cit. 
namely: (a) on the average trip of 70-90 miles on the Ohio 
Turnpike about half the motorists stopped at franchised 
plazas, and on trips of over 200 miles practically all cars 
stopped; (b) of the cars stopping at plazas on the average 
trip 34 percent bought food, 28 percent used restrooms, and 
21 percent bought gasoline. Only 3 percent stopped for 
other purposes; (c) on trips up to 200 miles 75 percent of the 
motorists who stopped bought food, and as the length of trip 
increased the proportion buying gas increased; (d). few 
motorists left the turnpike, for on trips of up to 225 miles 
only 2.5 percent left. for lodging, 1.5 percent for fuel, and 
0.8 percent for food. Quoted from Ohio Department, of 
Highways, Use of Facilities on Limited-Access Highways, a 
survey in cooperation with the Ohio Turnpike Commission, 
1957. ie . 
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highway intersections are supporting sig- 
nificant new strips of highway-oriented 
business.'* Similarly, Morrill'® and 
Hoffmann?° have noted the tendency for 
centralization of nucleated facilities as 
circulation becomes more fluid. Evi- 
dence of the increasing scale of retailing 
and of increasing conditions of entry 
suggests complementary trends.*! 


Planned Shopping Centers. It is not 
necessary to dwell upon the reasons for 
the rapid postwar development of 
planned shopping centers in the United 
States. Suffice to say that opportunities 
existed and the economy adjusted. Hoyt 
notes that since 1949 at least 50 large 
regional centers, 150 community centers, 
and perhaps 2,000 smaller centers have 
been constructed.??_ He also points out 
that a saturation point (or equilibrium) 
has been reached such that further de- 
velopment is possible only if very careful 
planning is undertaken and then only as 
new markets develop. 


What relationship do these planned 
centers bear to the urban business pattern 
described above? J. Ross McKeever 
writes: “As the shopping center has 
evolved three distinct types have 
emerged, each definite in its own func- 
tion . . . the neighborhood center... . 
the community center . . . the regional 
center.”? The literature evidences a 
great deal of disagreement concerning 
what should be the ideally planned 


18Storrs Agricultural Experiment Station, The Economic 
and Social Effects of the Connecticut Turnpike on Eastern Con- 
necticut (College of Agriculture, University of Connecticut, 
1958). 

19 Garrison, Berry, et. al., op. cit. 

2¢R. Hoffmann, “Autobahn und Raumordnung,” Raum 
und Verkehyr (Hannover: Germany, Akademie fir Raum- 
forschung und Landesplanung, 1957) pp. 171-195. 

21Homer Hoyt, A Re-Examination of the Shopping Center 
Market, Urban Land Institute Technical Bulletin No. 33, 
Washington, D. C., 1958; J. Ross McKeever, Shopping 
Centers Re-Studied, Urban Land Institute Technical Bulletin 
No. 30, Washington, D. C., 1957. 

32 Hoyt, op. cit. 

23 McKeever, op. cit., p. 9. 


neighborhood, community, and regional 
center.*4 However, as shopping centers 
have developed they have come to differ 
only slightly from unplanned nucleated 
centers in terms of business structure. 
This suggests that the rapid growth of 
planned shopping centers took place to 
offset an imbalance between nucleated 
facilities and expanding urban markets. 
Readjustment has taken account of the 
trend towards increasing centralization 
of nucleated facilities?®> and few sub- 
neighborhood nucleations have been built. 
Planned shopping centers are far better 
designed than those nucleations which, 
like Topsy, just growed, but differences 
in design should not be allowed to dis- 
guise the functional similarity of planned 
and unplanned nucleations. 

Changes aud Trends. The urban busi- 
ness pattern is apparently viable. High- 
way demands call for highway-oriented 
facilities; nucleations develop wherever 
justified, although with a trend for cen- 
tralization and increasing scale. In short, 
the evidence suggests that the urban 
business pattern is a “successful” pattern 
which may be viewed as a competitive 
locational equilibrium. 


Planning Concepts and Zoning Practice 


How weil do planners recognize and 
use the urban business pattern? To 


2¢Compare the definitions in McKeever, ibid. and in 
G. Baker and B. Funaro, Shopping Centers (New York 
Reinhold & Co., 1951); Community Builders’ Council, 
Community Builders? Handbook, Urban Land Institute, Wash- 
ington, D. C., 1948; V. Gruen and L. P. Smith, “Shopping 
Centers,” Progressive Architecture, 1952, pp. 67-109; Homer 
Hoyt, Market Analysis of Shopping Centers, Urban Land Insti- 
tute Technical Bulletin No. 12, Washington, D. C., 1949; 
E. J. Kelley, Shopping Centers (Saugatuck: Eno Foundation 
for Highway Traffic Control, 1956); R. M. Lillibridge, 
“Shopping Centers in Urban Redevelopment,” Land Eco- 
nomics, May 1948, pp. 137-160; J. Ross McKeever, Shopping 
Centers, Urban Land Institute Technical Bulletin No. 20, 
Washington, D. C., 1955; S. H. Mott and M. S. Wehrly, 
Shopping Centers, An Analysis, Urban Land Institute Technical 
Bulletin No. 11, Washington, D.C., 1949; H. Potter, 
“Neighborhood Shopping Centers,” Architectural Forum, 
1943, pp. 76-78. 

26 Tables to support this statement are to be found in 
Garrison, Berry, et. al., op. ait. Others dre available on 
fequest from the author. 
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answer this question it is necessary to 
examine both planning concepts and 
zoning practice. 

Planning Concepts. The conceptual basis 
for modern planning of business land use 
lies in a well established tradition in the 
field of marketing which dates at least 
from the work of Copeland.?® Reduced 
to its simplest form, the argument is that 
there are three types of retail and service 
business, convenience, shopping, and 
specialty, and that as a result there need 
only be three types of shopping centers, 
neighborhood supplying convenience 
goods, community supplying both con- 
venience and shopping goods, and re- 
gional supplying all types of goods and 
services. This neat trichotomy fits in well 
with ideas of neighborhood and com- 
munity planning units and proponents 
of the typology have found support in the 
hierarchical notions of central-place 
theory.27. Such is the basic planning 
concept of an efficient business structure. 

Koning Practice. This planning concept 
has been carried through into zoning 
practice. Many examples could be used 
for illustration. Two typical cases are in 
the State of Washington. 

The City of Spokane has recently de- 
veloped a new zoning ordinance to re- 
place an existing code dating from 
1929.28 Under the original code there 
was a single business zone. The new 
ordinance is so designed as to allow busi- 
ness to locate in the type of business 
center appropriate to its level: Local 
Business Kone, providing for small centers 
which serve the needs and daily require- 
ments of people residing within one-half 





36 M. T. Copeland, “‘Relation of Consumer Buying Habits 
to Marketing Methods,” Harvard Business Review, 1922-23, 
pp. 282-289. 

27Only recently have discussions turned to weaknesses of 
central place theory in explaining the locations of all types of 
retail and service business. See, “Ribbon Developments in 
the Urban Business Pattern,” op. cit. 

88 City of Spokane, Zoning for Local Business Centers, Plan 
Commission, 1953, and Comprehensive Zoning Ordinance, Plan 
Commission, 1956-1957. 


mile of the center; Community Business 
Xone, designed to accommodate larger 
shopping developments with community 
facilities serving groups of neighborhoods 
within a distance of one-and-one-half 
miles of the center; Central Business Dis- 
trict, Commercial and Industrial Zones, avail- 
able for location of all business. 

In Seattle the zones provided for busi- 
ness in the 1957 zoning ordinance??® are: 
Neighborhood Business Zone, containing re- 
tail business and services needed to supply 
neighborhood planning units with daily 
needs and requirements; Community Bust- 
ness Kone, which may contain all retail 
stores and professional offices, banks and 
financial institutions, and professional 
service estaklishments; Metropolitan Busi- 
ness Kone and Commercial Zone, in which all 
types of business are allowed. 

Contrast with Empirical Findings. ‘The 
planning concept of a trichotomy of 
business centers is now generally accepted 
and used as a basis for zoning.*° How- 
ever, this theoretical trichotomy de- 
scribes only the nucleated business centers 
found in reality. It describes neither 
highway oriented nor urban arterial 
business districts; neither does it suggest 
that localized developments can exist. 
The planning concept of business struc- 
ture is thus inadequate. A_ business 
structure zoned solely according to such 
a concept would allow only nucleated 
centers in most of the urban area. High- 
way-oriented, urban arterial and localized 
developments could take place only in the 
unrestricted business and commercial 
zones. 

Why does the planned system conflict 
with reality? The planner believes that 
ribbon or strip developments are not con- 
ducive to maximum social welfare in 





89 City of Seattle, Zoning Code, 1957. 

s¢ Further thinking along these lines is contained in The 
International City Managers’ Association, Local Planning 
(Chicago: International City Managers 
Association, 1948). 
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urban areas.*!_ It. has been common in 
planning circles to label such develop- 
ments as uneconomical or hazardous. 
One widely used text states: 


“. . . » Thereis little to support the retention 
of commercial development along the high- 
ways. Consolidation of urban facilities is 
urgently needed to restore stability to prop- 
erty values and convenience for the daily 
multitude who daily patronize the variety 
of business enterprise in our cities. It is also 
needed to stem the insidious spread of blight 
which is gnawing at the core of cities. This 
consolidation will come by recreation of 
‘centers’ of business and the rejection of 
‘strip’ or ‘shoestring’ zoning along the high- 
ways which retain the horse and buggy tempo 
of the village.’’%? 


There is certainly much truth in this. 
Uncontrolled ribbon developments cause 
congestion and accidents and are fre- 
quently sources of depression and blight. 
Yet there is every indication that de- 
mands exist which need to be served by 
business oriented to the highways. 

Is there a solution to this apparent 
dilemma? Any solution should permit 
demands to be supplied yet should also 
remove impediments to traffic flow, 
reduce congestion and accidents, control 
conflicts between land uses, and thereby 
satisfy needs for both a sound civic design 
and desirable conditions of a competitive 
business economy. The technical answer 
may well be available already in the 
plazas which provide services on toll- 
ways or in some manipulation of the idea 
of a frontage road as a business develop- 
ment. An enlarged type of plaza or 
frontage road, with controlled access and 
egress, adequate off-street parking, etc., 
could satisfy needs of highway-oriented 
and urban arterial business types while 
in no way impairing the efficiency of 
highways. 





31 Brian J. L. Berry, Shopping Centers and the Geography of 
Urban Areas, unpublished Ph.D. thesis, University of Wash- 
ington, 1958, examines this notion in more detail. 

32 A, B. Gallion, The Urban Pattern (New York: D. Van 
Nostrand & Co., 1950). ; 


Implications for Planning and Zoning 

Two implications follow from the fore- 
going discussion, the first for planning 
concept, the second for zoning practice. 


(1) There is every indication that the 
urban business pattern comprises four 
viable groups of business types, each 
discrete in membership and locational 
requirements. At present, planning con- 
cept concedes a need for only one of these 
four groups, the nucleated. There is 
need for broadening of this limited 
planning concept, particularly since it 
seems possible to plan for the other 
groups without impairing the efficiency 
of highways. 


(2) Current zoning practice, if en- 
tirely successful, would permit only 
nucleated centers in much of the urban 
area. Other groups of business would be 
able to assume a competitive pattern only 
if in unrestricted business areas and then 
only if these areas coincide with locational 
needs of the groups in question. There is 
particular need for zoning provision for 
highway-oriented and urban arterial 
types. Plaza or frontage road zoning is 
suggested. This would, on the one 
hand, guard against uncontrolled ribbon 
developments and, on the other hand, 
facilitate satisfaction of highway de- 
mands. In this way a marriage of de- 
sign, welfare, and economics is possible, 
at least at the level achieved in planning 
for the nucleated centers of today. 


What would the zoning ordinance look 
like if this suggestion were to be pursued? 
In addition to the present type of zoning 
to provide for the hierarchy of nucleated 
centers, it would contain a highway- 
oriented business zone limited to highway 
and urban arterial groups in plaza or 
frontage road locations.** 

33 For an initial check list of business types appropriate to 


each zone see the tables of “Ribbon Developments in the 
Urban Business Pattern,” op. cit. 
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In common with all planning and 
zoning for business such a solution would 
be unable to affect business patterns es- 
tablished before the ordinance but the 
capability to prescribe limits to the 
locational choice of new or relocating 
business would be there.** Serious doubts 
have been expressed elsewhere as to 
whether any pre-zoning of business cen- 


#4 Always subject to the granting of variances. 
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ters is feasible.** The suggestions here 
have the limitations that gave rise to 
these doubts but, in common with the 
traditional planning principles, could 
serve as guides to a continuous planning 
and review process operating as business 
develops. 

08 Edgar M. Horwood, “Public Policy and the Outlying 


ping Center.” Journal of American Institute of Planners, 
1958, pp. 215-222. 
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Early Reservation of Open Landi 
By MORTON LUSTIG* 


PEN space is essential to a well- 
ordered urban environment. In 
many forms with many functions, open 
land serves both physical and aesthetic 
requirements of the townspeople. Neigh- 
borhood playgrounds, flood plains, parks, 
stream valleys, agricultural greenbelts, 
and forest preserves are all important to 
the urban community. 

Timing is a critical factor in preserv- 
ing open land. No one who has tried to 
recover open land from other types of use 
can doubt the necessity for ear-marking 
and setting aside open spaces while they 
are still open. There are a number of 
ways to earmark open land. 


Reservation by Regulation 


Zoning is the most widely used device 
for regulating the use of land. From the 
beginning, zoning has been concerned 
with the very important open spaces on 
each lot: the setback and the yard. 
More recently, zoning controls have been 
extended to other kinds of open space on 
the lot, such as off-street parking areas 
and buffer strips. But zoning is also be- 
ing used as a method of controlling or 
acquiring public open space as well as 
on-lot open space. One effective regu- 
lation for this purpose allows variable lot 
sizes within a given zoning district pro- 
vided that overall density is not increased 
above a fixed maximum for any given 
tract. Ina portion of Levittown, Penn- 
sylvania, for example, the developer was 
permitted to reduce the lot size below 
that specified for the district. However, 





¢ The material from which this article is drawn was 
originally presented as part of a panel at the 1958 annual 
meeting of the Pennsylvania Planning Association in 
Philadelphia, Pennsylvania. 

* Assistant S isor, Governmental Consulting Service, 


upervisor, 
Fels Institute of Local and State Government, University 
Pennsylvania. . : 


he also had to set aside and dedicate open 
land for recreational and school use. 
This open land, added to the area in lots, 
gave an average lot area equal to that 
required for the district. Professor Ro- 
land Greeley of Massachusetts Institute 
of Technology, writing in The American 
City,' gives another illustration of variable 
lot size. Briefly, if you assume a 100-acre 
tract in a district zoned for one-acre lots, 
it would be possible to have 80 one-acre 
lots and 20 acres of street. By allowing 
half-acre lots, however, it would be 
possible to provide for 90 lots (on 45 
acres), 15 acres of street, and 40 acres of 
open space. If the municipality has the 
right to accept a reduced lot-size-and- 
open-space package only when the open 
space arrangemenis are satisfactory in 
location and design, this type of regula- 
tion can be most effective. 


New York State has another variable 
lot-size arrangement. The General City 
Law was amended within the past few 
years to broaden the subdivision review 
powers of planning boards. When sub- 
division plans are submitted the planning 
board may permit “reasonable changes” 
from the zoning requirements of the 
district within the limitations fixed by the 
zoning ordinance and provided that the 
average density for the tract does not 
exceed the average density prescribed by 
the zoning ordinance. Although this 
measure seems to be aimed at greater 
flexibility in mixing housing types (e.g., 
single-family and multiple residences) 
and in providing local shopping facilities, 
it could also be used to release parts of 
development tracts for open space. 





1“The Case for Low-Density Zoning,” The American City, 
February 1958, p. 96. The article discusses legal, economic, 


¢ and sociological implications of low-density zoning. 
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Zoning is also being used to keep land 
out of development altogether. In Cali- 
fornia, for example, at least three cities 
were incorporated for the specific pur- 
pose of zoning themselves exclusively for 
agriculture. In Wisconsin, large areas 
of the state are zoned exclusively for 
forest and recreational use. Even farm- 
ing is not permitted. The Wisconsin 
zoning grew out of bitter experience 
when cut-over forest lands, unsuitable for 
crops, were settled by land-hungry farm- 
ers. Flood plain zoning is the result of 
another kind of bitter experience. To 
minimize future flood damage, many 
danger areas are now being zoned for 
open land or for highly restricted use. 
Now it is true that nature may not al- 
ways put unfarmable soil or flood plains 
just where we most want our open spaces, 
but perhaps if we look a little harder we 
will find that there is a considerable 
degree of correspondence and that zoning 
for such open spaces can serve both ob- 
jectives very effectively. 


Zoning is carried even further in Den- 
mark. National law requires the de- 
velopment of a regional plan around each 
major city. In the Copenhagen region 
land is divided into three broad zones: 
the first is land available for immediate 
development; the second island which 
should not be developed for 15 years; 
and the third is land to be preserved in- 
definitely for agriculture and other open 
space. Since the prohibition against de- 
velopment deprives the owner of property 
rights, the national government has a 
special commission to fix compensation 
for this type of zoning “damages.” 


After zoning, perhaps the strongest 
regulatory device is the “official map.” 
By whatever name it is called, the 
“official map” is a document, formally 
approved by a governmental agency, 
identifying land intended for future 
public use. Adoption of the map pre- 
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vents the property owner from using his 
land in a manner inconsistent with the 
proposed use—or at least, if the owner 
ignores the municipal caveat, he cannot 
claim compensation for improvements 
added to the reserved property after the 
date of the official map. In Pennsyl- 
vania the courts have narrowed the 
scope of the official map to street right- 
of-ways, but in other states the official 
map may apply to open public spaces 
such as parks and playgrounds. So far 


as I know, however, no state permits use 
of this device to retain open spaces NOT 
intended for public use—such as a per- 
manent greenbelt of agricultural land. 


The official map is a useful and effec- 
tive tool. If possible, it should be applied 
to all types of open space to be reserved 
for public use-—including sites for schools, 
incinerators, water and sewer plants, as 
well as parks and playgrounds. The 
main objection to this extended coverage 
is the fact that an owner is deprived of 
the full use of his property without com- 
pensation. To fix a reasonable limit to 
the owner’s hardship, the reservation for 
public use might be limited to one year 
from the time the owner requests a permit 
to build or otherwise commit the prop- 
erty. (The one-year limitation already 
applies in some states). This will give 
the government officials at least one new 
budgetary period to make the necessary 
appropriation to buy (or to condemn) 
the land. Time is very much of the 
essence in this situation, but the chief 
consideration is to provide delay 
rather than speed. Delay is no virtue 
for its own sake, of course, but in govern- 
mental process it takes time to formalize 
decisions, to prepare papers, to make 
appropriations; and the time factor in 
and of itself may determine whether or 
not the public saves or loses a piece of 
ground essential for the public’s use. 
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Adoption of an official map has an- 
other important effect. It puts the 
governmental officers on record with 
themselves. If these officers are later 
forced to act under pressure on a project 
included in the official map, they can 
act with confidence on plans prepared 
calmly and deliberately. Where there is 
no official map, and no other plan with 
status, municipal officials under pressure 
are likely to take the easiest choice rather 
than the best choice. Without a previous 
decision to fall back on, how can they 
avoid seeming arbitrary and capricious, 
even to themselves? 


Subdivision control is a third device for 
protecting open spaces through regula- 
tion. By this process the planning agency 
can assure itself that a proposed sub- 
division conforms with municipal plans, 
including plans for open spaces. In 
large subdivisions, the developer can 
often be persuaded to dedicate open land 
for schools and playgrounds.. When the 
subdivision is a smaller one, however, 
the community usually cannot depend on 
dedication of sizeable pieces of land and 
must be ready to buy or condemn what 
it wants. But, through subdivision re- 
view the community gets the opportunity 
to work out the relationship of the de- 
velopment to the desired open areas and 
the governmental agencies gain the time 
they need to take formal action for 
acquisition. 

So far we have assumed that the com- 
munity has a plan of open spaces to 
which developers can conform. That is 
a nice assumption, but it does not much 
resemble. the facts. Without a plan 
toward which to point, it is much more 
difficult to persuade a reluctant subdi- 
vider that he should spare some land for 
common use. As a matter of fact, it is 
even difficult to persuade the planning 
commission and the governing body that 
the developer should be asked to spare 
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some land—and doubly difficult to con- 
vince them that it might be wise to spend 
money to buy and hold the open space. 
Under such circumstances the most to be 
hoped for is that stream beds, rough 
ground, and inaccessible areas which are 
of no use to the builder will be dedicated 
to the public. 

Another set of regulatory devices are 
the historic and scenic area controls. 
Annapolis, Alexandria, Boston, Charles- 
ton, New Orleans, and Washington are 
some of the places that exercise special 
supervision of building design and the 
use of land in areas of historical signifi- 
cance. This type of regulation has been 
extended somewhat in Niagara Falls, 
where the community controls both space 
use and buildings in the area near the 
Falls, and in Charleston, where the 
community regulates the “entrance dis- 
tricts” of the City. For a thorough and 
exciting discussion of these and other re- 
lated controls, read Planning and Com- 
munity Appearance.? 


Reservation by Purchase 


Outright purchase is the usual method 
of acquiring land for public use. By this 
method local, county, and state govern- 
ments have obtained almost all of their 
playground, park, forest, and game lands. 
In Pennsylvania there has been a recent 
surge in the state park and forest program 
resulting from the availability of “new 
money” and from strong administrative 
leadership in the Department of Forests 
and Waters. The new money has been 
made available by 1955 legislation pledg- 
ing the revenues from oil and gas leases 
on state forest land to recreation, con- 
servation, dam, and flood control proj- 
jects. These revenues amount to about 
$4,000,000 a year. With this source of 
funds, it will not be too long before the 

2 Henry Fagin and Robert C. Weinberg, editors, Planning 


and Community Appearance (New York: Regional Plan Associa- 
tion, Inc., 1958). 
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state attains its goal of a major park 
within 25 miles of every resident. 

State and county parks are often some 
distance away from the heart of the de- 
veloped and developing urban areas. 
This is so because land is costly on the 
urban fringe and because it is difficult to 
assemble large tracts near developed 
areas. Golf courses, on the other hand, 
are often found on the edges of the urban 
area. The preservation of such golf 
courses can add a significant amount of 
open land where it is most needed. In 
the Philadelphia area there are at least 
two very successful examples of municipal 
action to retain golf courses as open 
spaces. One municipality took an ex- 
isting golf course on lease with an option 
to buy at the end of a stated period; the 
second municipality bought the golf 
course and leased it to a private operator. 
In both cases the operation of the golf 
course pays for the acquisition cost. This 
device for acquiring and holding a key 
type of open land deserves much wider 
use and attention. 


Purchase of open land has been used 
more broadly in other places. The 
Borough of Mountain Lakes, New Jersey, 
a few years ago bought up all the vacant 
land in the Borough. Land was then sold 
to developers in small pieces to keep the 
rate of development digestible. It is not 
clear whether this type of brokerage is a 
valid “‘public purpose” in New Jersey, 
but it has not been tested in court, so it 
is working. Stockholm, Sweden, many 
years ago bought up allofthe vacant land 
in the entire metropolitan area. Here, 
however, the purpose was in part to con- 
trol development and in part to keep 
some land permanently open. Much of 
the open land was rented to farmers 
(often the owner from whom the land 
was purchased). The rentals paid the 
costs of acquisition, and provide a source 
of income besides., In Canada the Prime 


Minister recently asked the national 
legislature for laws and money enabling 
the government to purchase a greenbelt 
of 59 square miles of open land around 
Ottawa, the Capital. Most of the land is 
to be leased to private owners, with the 
expectation that rental payments will 
cover purchase costs in the longrun. The 
request by the Prime Minister is par- 
ticularly interesting because, just three 
years earlier, he tried to accomplish the 
same objective without purchase. In 
1955 he asked the City and Province to 
preserve the greenbelt by regulations pro- 
hibiting development. He offered finan- 
cial help from the national government 
to compensate owners for the loss of de- 
velopment rights. He also promised that 
agencies of the national government 
would cooperate by refusing to under- 
write development in the greenbelt area; 
the Central Mortgage and Housing Cor- 
poration, for example, would provide no 
financial assistance for housing in the 
greenbelt area. But the City and Prov- 
ince apparently would not or could not 
work out the regulations and the Prime 
Minister has turned to purchase. 


Land for open space can also be ac- 
quired by private purchase. A good 
example is the Western Pennsylvania 
Conservancy. This nonprofit organiza- 
tion raised money by private subscription 
to purchase a number of key recreational 
areas near Pittsburgh. The Conservancy 
has acquired about 3,500 acres and it has 
given much of this land to the state for 
park development. Again, however, we 
must look outside this country to see how 
much can be done by people who have 
the will. In the Netherlands, the 


‘Society for the Protection of National 
Monuments” was organized in 1905 to 
buy and retain important open spaces— 
at first, just those of historical signifi- 
cance; later, any that might contribute to 
public enjoyment. Funds were raised by 
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the public sale of shares and by 1956 the 
Society owned more than 36,000 acres. 
In addition, each province of the Nether- 
lands has a similar private organization 
(called a “‘Landscape’’) to purchase open 
space on a smaller scale. These national 
and provincial societies now get some 
money from the government and also 
obtain considerable revenue from the sale 
of timber. 


Reservation by ““Not Quite Purchase” 


‘Not quite purchase” covers the meth- 
ods by which government, without taking 
title to open land, gains enough control 
to stop development. This method also 
implies some cost to the government, 
either by payment to the owner or by 
tax concessions. We have already re- 
ferred to several examples. In Denmark 
owners of land zoned out of development 
are compensated by a special commission. 
In Canada the Prime Minister suggested 
compensation for the loss of development 
rights if local or provincial regulation 
could be used to preserve Ottawa’s green- 
belt. In Wisconsin owners of land zoned 
exclusively for forest use are entitled to a 
tax concession. And in Pennsylvania, in 
1958, a constitutional amendment was 
approved giving the legislature the power 
to enact tax concessions for land owners 
who maintain private forest reserves. 
The Dutch, too, use “‘not quite purchase.” 
Under the National Beauty Act, tax 
concessions are granted to estateowners 
who are willing to preserve the wooded 
character of their estates, with increased 
concessions for owners who open their 
estates to the public. 

An important extension of “‘not quite 
purchase” technique is suggested by 
William H. Whyte, Jr., assistant manag- 
ing editor of Fortune magazine. Mr. 
Whyte suggests that we preserve large 
open spaces by purchasing development 

* William H. Whyte, Jr., “Urban Sprawl,” Fortuse, 
January 1958. 





rights from the owner. The land itself 
would remain in private ownership. 
The owner could use the land for agri- 
cultural, estate, forest, or other open use, 
but he could not divide the land for hous- 
ing development. By this method it 
would be possible to retain open spaces 
much larger than the space required for 
parks or for other direct public use. 
Land covered under development rights 
purchase would remain productive and 
would presumably pay local taxes based 
on the value of the property for the per- 
mitted uses. The owners would gain by a 
clear-cut commercial transaction, receiv- 
ing full value for the land rights they sell. 
Their incentive would be immediate 
compensation for the “rights” of develop- 
ment, as against a speculative future com- 
pensation when the land actually be- 
comes ripe for development. Owners 
have another incentive, especially those 
who would like to keep their property in 
open space uses such as agriculture. 
They frequently sell their land only when 
development occurs around them, land 
prices are forced up, taxes increase, and 
creeping urbanism changes the whole 
character of the environment. Govern- 
mental ownership of development rights 
would prevent this piecemeal, uncon- 
trolled change, and would remove the 
pressure from the farmer or other owner 
who wants to keep his place in its present 
open character. Mr. Whyte’s suggestion 
holds much promise for all of us who 
love the fields, the trees, and the freedom 


of space. 


California is ready to experiment with 
the purchase of development rights. In 
June, 1959, legislation was enacted to 
permit cities and counties to acquire by 
purchase, gift, lease, or otherwise, “the 
fee or any lesser interest or right in real 
property in order to preserve, through 
limitation of their future use, open spaces 
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for public use and enjoyment.”* The law 
states specifically that public funds may 
be expended for the purchase of property 
rights or interests. Additional flexibility 
is provided by permitting municipalities 
to acquire the fee to property with the 
purpose of selling or leasing the property 
to private owners subject to restraints on 
the future use of the property. Finally, 
the statute defines an open space as: 


ne . any space or area characterized by 


(1), great natural scenic beauty or (2) whose 
existing openness, natural condition, or 
present state of use, if retained, would en- 
hance the present or potential value of 
abutting or surrounding urban development 
or would maintain or enhance the conserva- 
tion of natural or scenic resources.” 


In closing I would like to say a word to 
some of the readers who are seldom with 


« An act to add Chapter 12 (commencing at Section 6950) 
to Division 7 of Title I of the Government Code, relating to 
the purchase of interests in real property by counties and 
cities and to the preservation of open spaces and areas for 
public use and enjoyment. (June 1959.) 


us—the people who think that planning is 
pernicious stuff, and who believe that 
public control of open space is directly 
descended from the Communist Mani- 
festo and the N.R.A. The fact is that the 
greenbelt idea is very old indeed, with 
Biblical references dating back to the 
thirteenth century B.C. For example, 
Frederic J. Osborne, a most able 
British planner, quoted from Numbers 
35: verses 1-4, the Lord’s instructions to 
Moses: “*. . . . Command the children of 
Israel, that they shall give unto the Levites 
. Cities to dwell in: and pasture lands 
for their cities round about them . 
And the cities shall they have to dwell in: 
and their pasture lands shall be for their 
cattle, and for their substance, and for all 
their beasts. And the pasture land of the 
cities . . . . shall be from the wall of the 
city and outwards a thousand cubits 
round about.” 





























Land Reform in the United Arab Republic 
By KENNETH H. PARSONS* 


vo land reform program in the 
United Arab Republic has centered 
upon limiting the land holdings of the 
relatively few persons who wielded great 
economic and political power in the 
old regimes. But this program, especially 
as it has developed in the Egyptian 
region, includes a reorganization of vil- 
lage agriculture along cooperative lines. 
There are essentially two coordinated 
programs in the Republic: the one in 
the Egyptian region has been operative 
since 1952: the program in the Syrian 
region is now being initiated. The two 
programs show the similarities of their 
kinship, for the more recent effort in the 
Syrian region is largely an adaptation of 
parts of the program already in effect in 
Egyptian territory before the formation 
of the Republic. It is the purpose of this 
comment to sketch out some of the prin- 
ciples underlying these programs. 

The central land reform programs in 
the Egyptian region are those which were 
launched in Egypt after the 1952 Revo- 
lution: (a) the acquisition of cultivated 
lands from large holdings for distribution 
to cultivators; and (b) the rent regula- 
tion programs for tenanted lands. Simi- 
larly, the central feature of the land 
reform program in the Syrian region is 
that of acquiring and distributing to 
cultivators the “excess” areas of the 
large land holdings. In the latter, the 
Land Reform Administration is also 
charged with the administration and 
distribution of the state lands. These 
are much more extensive and valuable 
for agriculture than are the public 
domain lands in Egyptian territories. 

The land reform program in each 
region is under the jurisdiction of the 


* Professor of Agricultural Economics, University of 
Wisconsin. 


Ministry of Agrarian Reform for that 
region. There are also separate Minis- 
tries of Agriculture for each of the two 
wings, or regions. All four of the 
Ministries are under the joint supervision 
of a Central Minister of State for Agri- 
culture and Agrarian Reform. 


I 


The basic concepts of the land reform 
programs have been derived from the 
experience in the Egyptian region. The 
extension of the program to the Syrian 
region offers therefore a most interesting 
example of the adaptation of ideas to 
different conditions and circumstances. 
Consequently, it is instructive to com- 
pare in some detail the provisions of the 
laws and the operation of the programs 
in the two regions.? 

The major item in the land reform 
programs in each region is the acquisi- 
tion and distribution of lands under 
cultivation but held in “excess” by large 
land holders. In Egyptian territory this 
meant irrigated lands exclusively; in the 
Syrian region both irrigated and non- 
irrigated lands are included—the latter 
called Bali lands. 

In Egypt at the time of the Revolution 
the Royal family—King Farouk and 
other descendants of Mohamed Ali—had 
extensive holdings of excellent lands. 
These lands were confiscated, amounting 


1The present incumbent is the Hon. Sayed Marei who 


has been the chief director of the Egyptian land reform 
programs since their inception in 1952. The chief adminis- 
trative officer since 1952 also has been Mr. Ezzat, Abd El 
Wahab. These men have gathered around them a small 
core of dedicated and talented young men with previous 
experience in the government services ot Egypt. 

2 The most recent texts available in English are: for the 
Egyptian region, Agrarian Reform Decree Law No. 178 of 1952 
(with amendments), Cairo, Egypt: Agrarian Reform Organ- 
ization, Public Relations Department, 1952; for the Syrian 
region, Agrarian Reform Law No. 161, Cairo, Egypt: UAR 
Agrarian Reform General Organization, Public Relations 
Department, November 1958. 
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to some 180,000 acres or about one third 
of all lands acquired for distribution. 

All privately-owned lands held by one 
individual above 200 acres were subject 
to requisition (forced purchase), except 
that as much as 100 acres of land above 
the 200-acre ceiling might be retained in 
the family by assigning it to two or more 
children. The landowner elected which 
lands to keep (except that lands could 
not be retained in a manner so asto 
destroy the functioning of irrigation facili- 
ties); the requisitioned lands were ac- 
quired by the government, with payment 
principally in bonds, at a rate of 70 times 
the annual tax. 

In the Syrian region the ceiling on the 
maximum acreage of irrigated lands 
which a private owner is permitted to 
retain is virtually identical in area with 
that in the Egyptian region: 80 hectares 
of irrigated land. Again the owner may 
assign approximately 100 acres of irri- 
gated land to his children, except that 
not more than 25 acres (10 ha.) may be 
assigned to each child. Since large 


areas of the Syrian region are not irri- 


gated, a different basic ceiling is provided 
for Bali land, namely 300 hectares, or 
approximately 750 acres. 

In the Egyptian region the average 
price paid to former private land holders 
for the requisitioned lands was approxi- 
mately $500 to $600 per acre (with pay- 
ment mostly in bonds). In the Syrian 
area, for the relatively small amount of 
land already requisitioned, the price is 
reported to be about $200 per acre for 
irrigated lands and about $90 per acre 
for Bali, or non-irrigated land. This 
payment is also in bonds. 

Compensation to previous private own- 
ers in both regions is now in bonds 
bearing one-and-one-half percent in- 
terest, payable in 40 years. Originally 
the land purchase bonds of the Egyptian 
program were issued as thirty-year bonds, 


bearing three percent interest. Within 
the past year approximately, the 
terms of the bonds in the Egyptian region 
have been changed to conform with the 
provisions of the law for the Syrian 
region.® 

In the Egyptian region the law stipu- 
lates that the agricultural land shall be 
redistributed or allotted to “small farm- 
ers, so that each of them shall have a 
small holding of not less than two feddans 
and not more than five feddans, accord- 
ing to the quality of the land” (Art. 9). 
In the northern region no minimum 
allotment is prescribed, with the lands 
being “redistributed among the farmers 
so that each one of them shall have a 
small holding of not more than eight 
hectares of irrigated land” .... or 
. . . - “30 hectares of Bali land.” 

The differing size of the individual 
allotments to cultivators in the two 
regions reflects no doubt differences in 
quality and scarcity of land, type of 
farming, and the density of population. 
The difference in size of the individual 
allotments of redistributed lands, it is in- 
teresting to note, does not have a parallel 
in the size of retained holdings permitted; 
in both regions the basic ceiling for re- 
tained irrigated lands is 200 acres. 

In both regions the requisitioned lands 
are sold to the cultivators at cost, plus a 
service charge. In the original Egyp- 
tian law the service charge was fifteen 
percent; in the more recent law for the 
Syrian region there is an overall charge 
of ten percent “for the costs of requisi- 
tioning, redistribution and other ex- 





* The bonds are of limited convertibility. They may be 
used by the recipient or his heirs to meet obligations to 
government or to purchase “fallow” land for reclamation 
and development. In terms of investment effect the land 
reform program was evidently directed primarily to stopping 
the flow of funds into the speculative bidding up of already 
developed agricultural lands. Since the inauguration of 
the land reform program there has been a great upsurge in 
urban construction. The industrialization program is just 
getting underway in 1959 with a heavy emphasis in this 
first five-year plan upon industrial expansion. 
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penses” (Art. 14). In both regions the 
cultivator receiving an allotment of land 
is now given forty years to pay, with an 
annual interest charge of 1.5 percent. 
There are virtually identical provi- 
sions in the two laws requiring “that 
Agricultural Cooperative Societies shall 
be constituted from among the farmers 
who have acquired the requisitioned 
lands.” In the Egyptian region par- 
ticipation in such cooperative societies 
has been made a condition precedent to 
the acquisition of land by cultivators. 


II 


The recipient of land in the redistribu- 
tion programs is required, in both regions 
of the United Arab Republic, to cultivate 
the land himself. Thus on these lands 
tenancies are forbidden. However there 
is considerable difference in the programs 
of the two regions regarding rental or 
tenancy policy for the land outside the 
requisitioned areas. The regulation of 
the rent of agricultural land is a major 
feature of the agrarian reform law in the 
Egyptian region (Articles 31-37). The 
maximum rate of rent for a full season is 
seven times the basic tax. Where land 
is rented for a single crop the maximum 
permitted is some fraction of this total— 
since most of the land in Egypt grows 
two or more crops per year. 

There is no parallel provision in the 
Agrarian Reform Law for the Syrian 
region, but there is a parallel tenancy 
law or decree, with rent-regulating 
provisions. We have the impression that 
this law is not yet operative. 


There is however a basic difference in 
the land reform laws for the two regions 
regarding the relation of the land rental 
market to the land reform program. 
In the Syrian region the market rent of 
land is accepted as a basis for the valua- 
tion of requisitioned land; in the Egyptian 
region the rent of land is an administered 


price. In the Syrian territory the value 
of land is recognized to be ten times the 
annual rent—reflecting the rule-of-thumb 
method of land valuation prevalent over 
much of this general area. In the 
Egyptian territory however the value of 
land is arrived at through an assessment 
procedure—historically by first calculat- 
ing an annual use value with the annual 
land tax now being rated at one seventh 
of the annual rental or use value; cur- 
rently the annual tax of good agricultural 
land is around $8 per acre per year; the 
corresponding cash rent would be $56 
per acre per year. 

An interesting corollary to this rent 
regulation program is that, with rents 
fixed at seven times the annual tax, any 
change in the tax rates is reflected seven- 
fold in the rental rates. This ratio can 
of course be changed. But the “parity” 
issue remains as a part of the system of 
administered prices. 

This regulatory effort has evidently 
been more effective than the common run 
of rent regulation programs. Approxi- 
mately two-thirds of the land in Egypt 
is now operated by tenants—mostly cash 
tenants. To support the maximum rent 
provisions there has been a series of 
decrees (which will expire during this 
current crop season unless extended) 
giving tenants occupancy rights. Thus 
when the tenant cannot be removed he 
has protection from pressure for under- 
the-table supplementary payments which 
would raise the rent above the legally 
authorized maximum. Since 58 percent 
of the cultivated land in Egypt is owned 
in holdings of 10 feddans or less‘ (with 
49.3 percent in holdings of less than 5 
feddans) it is obvious, with two-thirds of 
the land rented, that a substantial part 
of the tenanted land is rented from small 
owners. ‘This has undoubtedly con- 





«Sayed Marei, Agrarian Reform in Egypt (Cairo, Egypt 
1957), p. 247. 
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tributed to the effectiveness of rent 
regulation. It is reported that the 
fixation of rents reduced the rent of 
tenants by 40 million pounds annually, 
or by something like one-third. 

A program for reducing agricultural 
rents by publicly administered measures 
under economic conditions characteristic 
of Egyptian agriculture is of course an 
attempt at redistribution of the economic 
rent of land—from landlords to tenants. 
A parallel measure in the original 
land reform law intended to establish 
minimum wages for agricultural workers 
—redistributing income from farm opera- 
tors to laborers—has not succeeded. A 
parallel program of price ceilings on 
agricultural products consumed as food 
is evidently operating effectively, divert- 
ing income from land ownership and 
operation to consumers. 


III 


Although the land reform program is 
just being initiated in the Syrian region, 
. some interesting comparisons are already 
possible, due to the different conditions 
in the two regions. For example, under 
the Egyptian law it was possible to treat 
all land as being alike for purposes of the 
ceiling on holdings. This may reflect, in 
part, the judgment that the largest hold- 
ings were characteristically on very good 
land. In the Syrian region however soil, 
geography and land use practices are 
more varied. As a minimum it was 
necessary to take account of the 
difference in the productivity of irri- 
gated and non-irrigated land, evaluated 
at a ratio of 1 to 3.75. 


Furthermore, the arithmetic of land 
distribution in the two regions is very 
different. In Egypt before the 1952 
Revolution approximately 20 percent of 
the land was held in ownerships of 200 
acres or more. It is reported that 1,768 
owners (6 percent of all owners) held 
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1,176,801 acres of land before distribu- 
tion. After distribution these owners 
were estimated to have retained about 
350,000 acres.° The estimated difference 
represents the approximately 575,000 
acres actually requisitioned for redistribu- 
tion plus the private sales to small holders 
permitted under the law. Thus in Egypt 
the distribution of land embraced about 
9 percent of the area of Egypt. In 
Syria, on the other hand, something like 
20 or 30 percent of the cultivated area is 
reported to be subject to distribution. ® 


There is a relatively large area in 
Syria which has recently come under 
cultivation by dry farming in the Jezira 
district. This is an area of large-scale 
machine operations. Title to the land in 
this area has been actively disputed in 
recent years. Much of it was claimed by 
large operators either under old and 
vague Turkish deeds, or by the pre- 
emptive right of nine years of cultivations 
under a law of French mandate days. 
Furthermore, much of the land was 
claimed by sheikhs under traditional 
tribal grazing rates. Virtually the whole 
area however was also claimed by 
Syria as public domain lands reserved for 
occupancy by settler-cultivators. Much 
of this is available for distribution by the 
land reform organization. Public domain 
lands may be either sold or leased. 


Something like two-thirds of the area 
of the Syrian Region has not yet been 
covered by field surveys precisely es- 
tablishing property lines. In the areas 
where the title to land is in dispute be- 
tween private claimants and the state, 
compensation will be paid to private 
parties only for that portion of the land 
which is adjudged upon investigation to 


5 Sayed Marei, ibid., p. 247. 

One reliable estimate places the area available for 
distribution at 3.3 million acres. The IRBD Report on 
Syria, Economic Development of Syria (p. 4) gives an esti- 
mate of about 9 million acres of cultivated land in Syria 
in 1953. 
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be rightfully held by them. No compen- 
sation will be paid for the state domain 
portion. The distribution programs need 
not be affected. 

The larger ceiling on allotments to 
cultivators in Syria implies that the 
recipients of land will get a better 
“break” than in Egypt, conformable 
with the much lower density of popula- 
tion. Of more importance, this differ- 
ence of policy suggests that the distribu- 
tion of land in the Syrian region isa 
policy of “Syrian lands for Syrians.” 

Essentially this idea of treating Syria 
as an independent entity runs through 
the whole program. The programs in 
the Syrian region are administered by 
Syrians and the whole approach seems to 
imply the realistic view that the program 
must be suited to Syrian conditions. 

The provisions for the establishment of 
cooperative farming among the recipients 
of land are virtually identical in the laws 


for the two regions. However, the great 
and historic differences in the nature of 
administration and the role of irrigation 
in the two regions may be expected to 


lead to different outcomes. Egyptian 
agriculture is very intensive and is 
geared precisely to the flow of Nile 
waters. For decades and even centuries 
the allocation of water in Cairo has 
shaped the agriculture of Egypt. The 
result is not only a closely integrated 
cropping and irrigation system but, in 
effect, an agriculture of concerted effort 
with little leeway for individual variation 
in cropping patterns. The whole system 
of land allotments in the land reform 
program for the Egyptian region honor- 
ing the requirements of good rotational 
practice (as discussed below), is based 
upon this experience with a directed 
agriculture. Syrian farmers lack this 
experience. Consequently, if cooperative 
farming is to flourish in the Syrian 
region, one would expect it to be less 
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completely integrated in village opera- 
tions. 
IV 

As the above remarks may suggest, it is 
appropriate to speak of an Egyptian 
approach to land reform. Not only is 
the program in the Syrian region essen- 
tially an adaptation of Egyptian ideas 
and procedures but at least the first 
versions of the Iraqi land reform pro- 
gram formulated after the July 14th 
Revolution also drew heavily upon the 
Egyptian experience. It may be useful 
therefore to attempt an interpretation of 
the basic ideas in the Egyptian approach. 

(1) The land rcform program in 
Egypt is, to date, a relatively conserva- 
tive one in terms of ownership. It is 
based upon the preservation of private 
property in land with an upper limit on 
holdings and on rents to limit the 
economic and political power of indi- 
vidual landholders. Furthermore, the 
land distribution program is limited to 
the distribution of the excess acres, 
basically above 200 acres per owner. 
Only nine percent of the cultivated area 
of Egypt is thus subject to requisition and 
distribution. On these distributed lands 
tenancy is forbidden. However, it is 
quite clear that the direction of the land 
reform program in Egypt is dedicated to 
the maintenance of private investment in 
agricultural land. The maintenance of 
the 200-acre ceiling is evidence to this 
point. Should the ceiling be broken to a 
maximum of 100, or 50 acres, as was 
actively proposed before the Revolution, ’ 
the whole prospect for private ownership 
of agricultural land would be changed. 

(2) The major achievement of the 
land reform program in Egypt is in the 
reconstruction and development of the 
requisitioned villages. This area of 


1 See, Gabriel Baer, “Egyptian Attitudes toward Land 
Reform 1922-1955,” in Middle East in Transition (Luqueur, 
1958). 
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approximately 500,000 acres operates as 
a virtual enclave in the agricultural 
economy. The efficient way in which the 
acquisition and distribution of land has 
been achieved is a tribute to administra- 
tive capacities of the directors and leaders 
of this program. The Egyptians are 
astute managers: in no other way could 
a nation with only one-quarter of an 
acre of land per person survive with 
limited imports and yet export roughly 
one-half-billion dollars worth of agri- 
cultural products each year. 


(3) The most striking innovation in 
the organization of the economy is the 
reconstruction of the acquired villages as 
cooperative enterprises. The person re- 
ceiving lands under the program is re- 
quired, as a condition of acceptance, to 
join the village cooperatives. Each co- 
operative is run by a manager—so far 
appointed by the government—with a 
policy-making council of elected culti- 
vator-members. There are considerable 
numbers of fragments of land pared off 
from the retained (200-acre) private 
‘holdings which do not lend themselves to 
cooperative farming and are being culti- 
vated by individuals. These non-con- 
tiguous areas are reported to amount to 
some 20 percent of the total area requi- 
sitioned. 

But the typical arrangement is that 
the land reform villages are operated as 
cooperatives, of which there are about 
200. In this arrangement each recipient 
of land characteristically has 3 plots of 
land of equal size (as one acre). Each of 
these plots is an integral part of a larger 
field where 50 to 100 similar plots lay 
side-by-side. The whole village is thus 
cropped in a three-field pattern within 
which each landholder has a share in 
each field. 


This adaptation of the ownership 
pattern to good agronomic practice is a 
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major innovation in public administra- 
tion but the idea has been followed 
voluntarily for years in a few of the most 
progressive agricultural villages. Such 
an arrangement permits a common rota- 
tional pattern of 5 crops in three years. 
It concentrates the cotton to permit the 
use of poison-dust treatment for cotton 
parasites without contaminating food 
and feed crops and protects the cotton 
crop from seepage from rice irrigation by 
similarly concentrating the rice crops to 
large contiguous areas. 


For certain purposes such as deep 
tillage, fertilizer applications, irrigation, 
insect control, etc., the village in the 
land reform program is treated by the 
management as a single firm; the work is 
done and each landholder is charged for 
the cost. However, the responsibility for 
producing the crop—seeding, cultivating 
and harvesting—falls to the individual 
landholder; also, the crop belongs to the 
family who-owns the land upon which it 
is grown. 


The cotton is marketed cooperatively; 
credit is extended by the Cooperative 
Bank through the village cooperative. 
The sales proceeds of the marketed crops 
are credited to the account of the indi- 
vidual landholder. All charges are 
debited to the individual accounts: for 
cultivation and other services performed, 
for fertilizer and seed bought, for repay- 
ment of the cooperative loans, and for 
the annual payment due on the land 
allotment. The cultivator receives only 
the net. However, in the more successful 
projects at least, the net income of the 
cultivators, according to official esti- 
mates, has approximately doubled as a 
consequence of the changes introduced 
by land reform. The goal of the land 
allotment is that the per capita income 
of the participants should reach. 16.5 
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Egyptian pounds, or $41.25 at the cur- 
rent official rates of exchange. * 

The net gain in annual income which 
a cultivator receives, when compared to 
the pre-reform era, is compounded of the 
following: (a) the cultivator has the es- 
sential incentives of individual ownership; 
(b) the annual charge for the land is less 
than the previous rent—the annual 
charge is figured at cost to the land 
reform agency plus 15 percent (i.e., about 
$600 per acre) now amortized at 1% 
percent interest over a period of 40 years; 
(c) the technical management of pro- 
duction has remained high; (d) the land 
reform organization is able through its 
supervisory and management functions 
to secure loans, machinery, fertilizer, 
etc., at lower cost than the same requisites 
of production are available to cultivators 
outside the land reform enclave; and 
(e) cooperative marketing of crops has 
brought substantially higher returns. 

Through this type of organization the 
Egyptians have worked out a manage- 
ment system which makes it possible to 
adopt any method of machinery use or 
other innovation which careful calcula- 
tion warrants without depriving the indi- 
vidual cultivator of the incentives for 
good individual husbandry or the sense 
of independence. ® 

Although the individual cultivators 
have relatively small room for inde- 
pendent decisions they do own the crop 
andthus retain the basic element of in- 

*Ezzat, Abd El-Wahab, Lend Reform in Egypt, Paper 
presented to FAO Center on Land Problems in the Near 
East, Iraq, October 1955 (mimeo). 

* Although the village cooperative programs of the Land 
Reform organization are quite inclusive, the major emphasis 
has been upon the production and business aspects’ of the 
village economy: management, marketing, increasing pro- 
duction, etc.—with marked success. If one were to place 
this approach in full perspective he would need to compare 
this type of village program with other approaches, which 
have relied upon education, cooperation, etc., without the 
sanctions that have accrued to the land reform organization 
through the control over land use. A series of village pro- 


grams has culminated in the present program of"combined 
centers” sponsored since 1955 by an_ inter-ministerial 


Permanent Council for Public Welfare Services. Each . 
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dependence. However, the agriculture 
of Egypt has been highly integrated as 
an irrigation economy for centuries so 
that the cultivators in these same villages 
have never experienced wide latitude for 
independent action as compared to 
farmers in rain-fed agriculture. 

In 1959, the first move has been made 
to release village cooperatives from cen- 
tralized management. One or two of the 
earliest cooperatives in the land reform 
program have been put on their own, 
with the privilege of the general services 
of credit, purchase and perquisites, etc. 

(4) The very success of the coopera- 
tive efforts in the land reform enclave 
raises questions about the possibility of 
extending the village cooperative ap- 
proach to other villages. This has been 
tried since 1955 in an experimental way 
in the village of Nawag in Gharbia 
province. Here in this representative 
village of 1562 acres with 1585 owners 
there were 1181 holdings (operating 
units) cultivating land in 3500 plots. Of 
these 1585 owners, 1346 had one acre or 
less, and only 11 owners had more than 
10 acres. The two largest holdings were 
about 40 acres each. 

The village land owners were per- 
suaded by the director of the Coopera- 
tive Department of the Land Reform 
Organization to pool their lands for 
cultivation in a manner similar to that 
followed by the cooperatives in the land 


combined center has a physician, small hospital (15 bed), 
some 3 nurses, an elementary school program, an agricul- 
tural agent with demonstration plots, a community center, 
etc. By 1959, 250 combined centers were in operation out of 
a projected total of 900. Each center is intended to serve 
3 to 5 villages with approximately 15,000 persons being 
within walking distance of the center. These combined 
centers offer the approximate equivalent of the community 
development program of India, Pakistan and elsewhere. 

The combined centers and the Land Reform village 
organizations are essentially complementary, but have so far 
not been integrated in field operations. These parallel move- 
ments, including the more limited antecedents of the com- 
bined centers constitute a major laboratory of social and 
economic development, and deserve much more careful 
evaluation and comparative analysis than they have so far 
received. 
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reform villages. The consolidation of 
the separate tracts into large fields for 
single crops was achieved by exchanging 
the use of individual tracts so that no 
one was excluded from cotton growing 
for example, by having all of his lands 
outside the areas planted to cotton. The 
pooling and exchanging of land use was 
achieved by the advice and persuasion 
of a man trusted and respected by the 
villagers, who could also assure them of 
better seeds, cheaper fertilizers, etc., if 
they joined the cooperative. This ex- 
perience has been profitable and gener- 
ally satisfactory to the individual par- 
ticipants. The experiment is considered 
to demonstrate the basic feasibility of the 
cooperative reorganization of village 
economies. However, it is recognized 
that the cost in terms of educational and 
persuasion efforts is quite high. In 
short, as a pilot project the experiment 
was immensely successful; how to gen- 
eralize the experience in a feasible 
manner is not at all clear. 


Vv 


The Egyptian experience with the 
cooperative approach to the reorganiza- 
tion of village economies in the land re- 
form program thus seems to point to a 
basic dilemma, illustrated by the differ- 
ences between the operation and manage- 
ment of the villages within the land 
reform program and the representative 
villages of the other 90 percent of 
Egyptian agriculture. On the one hand, 
there is a problem of how and whether 
to release the centralized direction, super- 
vision and servicing of the distributed 
villages—essentially of reuniting the land 





reform areas with ‘the rest of the agricul- 
tural economy. On the other hand, 
there are the major limitations upon high 
quality farming and productivity in- 
herent in the thousands of small parcels 
of irrigated land characteristic of Egyp- 
tian villages—as reported from the vil- 
age of Gharbia which has been recon- 
structed on cooperative lines—particu- 
larly where cotton and rice are major 
crops. The key to the effective organiza- 
tion of the land reform villages is the 
control which the Land Reform Organ- 
ization has retained by having the owner- 
ship of land pass through a public agency. 
There is no comparable public control 
over the areas outside the land reform 
villages. To achieve such control it 
would be necessary either to acquire 
the land or by some device reduce the 
ownership of land to a pure investment 
function with effective control over land 
use passing to some kind of govern- 
mental agency such as the Land Reform 
Organization. 

Underlying this dilemma are: (1) the 
stark facts of pressure of population upon 
the land; and (2) the implicit question 
of whether it is actually feasible to 
organize such small scale agriculture 
around the market principle—of factor 
and product markets. The alternative to 
individual ownership and independent 
planning of farm operations is some kind 
of directed and concerted action such 
as has been devised in the cooperatives 
of the land reform villages. Under 
Egyptian conditions the necessity for 
survival presses bard upon the range of 
individual freedom and discretion in 
agriculture. 
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Economic Base Dynamics 
By CHARLES T. STEWART, JR.* 


fas value of the economic base ap- 
proach, and of baseratios as planning 
aids, has been seriously questioned.! 
There is no magic number as a substitute 
for data collection and evaluation, for 
intelligent guessing, and for prayerful 
planning. Although measured _basic- 
nonbasic ratios have shown wide varia- 
tion, they may still be subject to general- 
ization, once account is taken of system- 
atic causes of variation. 

It is our intent to discuss a number of 
determinants of the basic-nonbasic ratio, 
whose consideration may salvage some- 
thing from the economic base approach 
for the planner’s tool-kit. Several propo- 
sitions will be asserted on the economic 
base as a variable. Reference will be 
made to facts and logic in their support. 
Inferences from these propositions will be 
drawn with respect to base ratios, 
changes in base ratios, and local leverage 
effects. 

In spite of the accepted word-sequence 
of basic-nonbasic, the established usage 
for the ratio is basic denominator and 
nonbasic numerator. This usage will be 
maintained below. Thus if an increment 
of 100 in basic employment is accom- 
panied by an increment of 200 in non- 
basic employment, the ratio is 200 /100 or 
2. If in the future an increment of 100 
in basic employment should be accom- 
panied by an increment of 300 in non- 

* Research Economist, United States Chamber of Com- 
merce. The views expressed herein are those of the writer 
and not necessarily those of the Chamber of Commerce. 

1Hans Blumenfeld, “The Economic Base of the Me- 
tropolis,” Journal of the American Institute of Planners, Fall 1955, 
pp. 114-132; James Gillies and William Grigsby, ‘Classifica- 
tion Errors in Base-Ratio Analysis,” Journal of the American 
Institute of Planners, Winter 1956, pp. 17-23; R. W. Pfouts and 
E. T. Curtis, “Limitations of the Economic Base Analysis, 
Social Forces, May 1958, pp. 303-310; Charles M. Tiebout, 
“The Urban Economic Base Reconsidered,” Land Economics, 
February 1956, pp. 95-99; Melvin L. Greenhut, “Comments 


on Economic Base Theory,” Land Economics, February 1959, 
pp. 71-75. ; 


basic employment, the basic-nonbasic 
ratio would have risen or increased 
from 2 to 3. 


Population and Area 


The first assertion is that the basic- 
nonbasic ratio varies directly with size 
of city population.? The proposition it- 
self hardly needs support and the only 
purpose of data is to quantify the relation 
between city size and base ratio. The 
correlation between city population and 
the basic-nonbasic ratio is not a matter 
of size of market and supply areas, i.e., 
not a matter of transfer costs. It is es- 
sentially a matter of economies of scale 
(under which we may include the advan- 
tages of diversification or variety). The 
larger the city, the greater the number 
of critical minima for economic pro- 
duction of goods and services which are 
satisfied.? Economies of scale are supple- 
mented by economies of agglomeration. 

What is true on the supply side is also 
true on the demand side. The larger the 
city, the more dependent are its residents 
on the goods and services which it does 
provide.‘ The growth in self-sufficiency 
applies also to social and cultural activi- 
ties which do not enter the market place. 

2 See Blumenfeld, op. cit., pp. 117,126; Homer Hoyt and 
Arthur M. Weimer, Principles of Real Estate (New York: The 
Ronald Press Co., Third Edition, 1954) p. 352; Victor 


Roterus and Wesley Calef, ‘Notes on the Basic-Nonbasic 
ren Ratio,” Economic Geography, January 1955, p. 


"silt J. L. Berry and Wm. L. Garrison, “A Note on 
Central Place Theory and the Range of a Good,” Economic 
Geography, October 1958, pp. 304-311; Otis Dudley Duncan, 
“Service Industries and the Urban Hierarchy, ”? in Proceedings 
of the Regional Science Association, 1958; Hal H. Wins- 
borough, “Some Variations in Industrial Composition with 
Size,” in Proceedings of the Regional Science Association, 
1958; Fenton Keyes, “The Correlation of Social Phenomena 
with Community Size,” Social Forces, May 1958, pp. 311-315. 

‘W. J. Reilly, “Methods for the Study of Retail Relation- 
ships” (Austin, Texas: University of Texas, Bureau of 
Business Research, Research Monograph No. 4, 1929), 
pp. 7, 9, 20, 40. Victor Roterus and Wesley Calef, op. Cth, 
Economic Geography, January 1955, p. 18. 
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Self-sufficiency is not the only dimension 
of change as a function of city size. There 
may be greater diversification of taste 
and consumption in larger cities than in 
smaller, reflecting both increased variety 
of individual wants and experience, and 
greater heterogeneity of large city popu- 
lations. 

The second assertion is that the basic- 
nonbasic ratio varies directly with size 
of area. There is little prospect that the 
ratio could be inferred from a knowledge 
of area size alone, or conversely. The 
“foreign” trade sector depends on many 
factors other than geographic size. The 
general correlation however is obvious 
and even necessary. As an area increases 
in size it comes to include commodities 
and services of even larger market areas 
and eventually it begins to incorporate 
commodities of even larger supply areas 
as well. In other words, as an area 
grows in size it supplies and consumes 
internally a growing range of services 
and goods; and it imports a lessening 
percentage of the inputs required for the 
goods and services it does supply. Trans- 
fer costs are the main determinant of the 
relation between area and the basic- 
nonbasic ratio. Here again the only 
purpose of data is to provide a quantita- 
tive measure of the relation between the 
base ratio and the area size; but in this 
case there is little prospect of finding 
numerical values subject to wide general- 
ization. 


As a city grows in population it also 
grows in area so that there may be an 
uncertain borderland where the basic- 
nonbasic ratio increases as a function of 
both population and area. 

The expenditure pattern will vary with 
city size, not alone because of differen- 

5 Berry and Garrison, of. cit., pp. 304-311; P. D. Converse, 
“Factors Determining Retail Shopping Preferences,” Dun’s 
Review, August 1947, pp. 21-3, 62; P. D. Converse, “New 


Laws of Retail Gravitation,” Journal of Marketing, October 
1949, pp. 379-384. 


tial local availability of goods and serv- 
ices, nor because of the effects on tastes 
of exposure to a greater variety of goods 
and services and ways of life. Price 
structures for small and for large cities 
are different. The cost of land, for in- 
stance—a significant component of con- 
struction costs and house rents—in- 
creases with city size. The effect of price 
structure differences is probably to reduce 
the basic-nonbasic ratio with increasing 
city sizes because the buik of items whose 
cost rises seem to be local services, 
whereas the cost of many. manufactured 
goods may fall because of scale economies 
in distribution. The effects however 
are complex; only a detailed study could 
hope to arrive at assured conclusions on 
their direction and magnitude. ® 


Income and Economic Progress 


The third assertion is that the basic- 
nonbasic ratio declines with economic 
progress, at least up to an advanced stage 
of interregional specialization and high 
per capita income.’ This third deter- 
minant of the base ratio is independent 
of the first two—city population and size 
of area considered—so that the ratios 
appropriate to particular values of popu- 
lation and area can be specified only for 
particular levels of economic specializa- 
tion and welfare. 

Of the two dimensions of economic 
progress mentioned above—interregional 
specialization and.level of income—only 
the second need be considered. For to 
say that the basic-nonbasic ratio de- 
pends on the degree of interregional 
specialization is a tautology. The state- 
ment is still desirable as a caution against 
over-simplified correlation of the base 
ratios with population and area alone. 


6 Robert M. Lillibridge, “Urban Size: An assessment,” 
Land Economics, November 1952, pp. 346ff. 

7 Pfouts and Curtis, op. cit., p. 309; Blumenfeld, op. ctt., 
p. 126; Homer Hoyt, “Homer Hoyt on Development of 
Economic Base Concept,” Land Economics, May 1954, p. 185. 
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Income level is indeed a measure of 
individual specialization, to be distin- 
guished from regional specialization. 
What it does measure in a rough way is 
the continuum from a subsistence to an 
exchange economy. This means more 
than the dichotomy between subsistence 
and market agriculture. It measures also 
other shifts of economic function from 
household to market: agricultural proc- 
essing, food preservation, cooking, and 
storage. The shift encompasses the 
transition from the local woodlot to 
electric power; from household manufac- 
ture of furniture, textiles and clothing, 
tools and utensils to commercial produc- 
tion of all these goods for sale on the 
market. It also applies to services, not 
only from kitchen to restaurant, but com- 
mercial entertainment, communications, 
education. Increased specialization and 
exchange generally means a rise in per 
capita income although the income 
corresponding to a given degree of 
specialization is much higher say in the 
United States than in Japan. But what- 
ever the effects of specialization and ex- 
change on per capita incomes, they 
greatly enlarge the public (as distin- 
guished from household) functions and 
institutions appropriate to cities of any 
given population. 

The effects of economic progress, as 
expressed in rising per capita incomes, 
on the basic-nonbasic ratio are twofold. 
The first has already been mentioned 
above: the shift of functions from the 
subsistence or household economy to the 
market. This shift by necessity involves 
some increase in “imports” and “‘exports” 
of goods and services for not all the ex- 
change transactions are confined to the 
defined unit area, no matter where the 
border be drawn. 


The second effect of rising per capita 
incomes. is a change in patterns of con- 
sumption and demand which must either 


be reflected in corresponding changes in 
local patterns of employment and produc- 
tion or in increased imports and therefore 
increased exports required to pay for 
the imports. In practice there will be 
considerable change in local patterns of 
employment and production and some 
increase in “foreign” trade and change 
in its composition. 

In order to determine the effects of 
changing consumption patterns on the 
basic-nonbasic ratio it is necessary to con- 
sider in some detail the extent and direc- 
tion of changes in consumption as people 
move from one level of income to another. 
We refer not to the immediate effects of 
possibly temporary changes in income 
but the permanent effects on consump- 
tion patterns of significant and permanent 
increases in per capita income. 


The shift from subsistence to specializa- 
tion and interdependence reduces the 
basic-nonbasic ratio. The changing pat- 
terns of consumption with increasing 
incomes have the same effect, at least up 
to a point of quite high per capita in- 
comes. Higher incomes mean diversifi- 
cation of purchases for any category of 
goods or services and therefore a greater 
dependence on goods and services pro- 
duced elsewhere. This is true for agri- 
culture: with higher standards people 
graduate from a wheat-and-potatoes, or 
meat-and-potatoes standard to a more 
varied diet some of which requires in- 
creased imports. It is also true of manu- 
factures: construction materials, cloth- 
ing, furniture, household equipment, as 
well as capital goods required for their 
manufacture. The greater the diversifi- 
cation in each of these categories, the 
smaller the basic-nonbasic ratio in each 
category. 

A higher income per capita however 
means much more than diversification of 
purchases. It results also in markedly 
changed proportions spent on different 
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categories. In the first stage of income 
increase past the peasant-feudal level, a 
smaller proportion of income is spent on 
food and agricultural products, a larger 
proportion on manufactures. At a 
higher level of income, a smaller propor- 
tion comes to be spent on manufactures 
also, and a larger proportion on services. 
(This is Engels’ law which, seen from the 
production side, is none other than 
Colin Clark’s law restricted to household 
budgets, and abstracting from differences 
in spatial distribution of production and 
consumption.) 


Now what effect does this shift in the 
composition of expenditures have on the 
base ratio? The answer will vary from 
place to place according to its circum- 
stances, but in general the shift from agri- 
culture to manufacturing tends to reduce 
the basic-nonbasic ratio. We know this 
to be true because the preponderance of 
goods moving interregionally is manu- 
factures and industrial raw materials, not 
foods. 


The effects on the base ratio of the shift 
from manufacturing (and agriculture) to 
services is uncertain. Some of this shift 
is a mere transfer of functions from the 
household to the market: restaurant, 
laundry, etc. Conceptually, it lowers the 
base ratio only very slightly, mainly to 
the extent that the commercial service 
establishments are more heavily capital- 
ized than the households whose functions 
they assume. (In some cases this may not 
be true.) Statistically, it may raise the 
base ratio, for domestic services performed 
at home are reflected hardly at all in 
employment and production statistics. 
Transfer of such functions to the market 
is accompanied by an increase in labor 
force participation rates as housewives 
and other household workers seek em- 
ployment. The statistical effect depends 


upon the employment pattern of workers 


newly released from the household 
economy. 

In this connection it is well to dis- 
tinguish between a subsistence sector and 
functions performed in the household. 
In backward countries there is no real 
difference. In advanced countries, how- 
ever, the household is far from a self- 
sufficient economic unit even in the 
functions it performs itself. Cooking, 
washing, heating, cleaning, sewing de- 
pend upon the purchase by the house- 
hold of both materials (food, fuel, cloth, 
soap) and of tools and utensils (stove, 
furnace, plumbing, sewing machine, 
washing machine, electric current). 
The distribution of domestic services 
between households and commercial 
establishments is both a direct function 
of city size and of income level and dis- 
tribution. 

A second type of service develops with 
the growth of distribution and manu- 
facturing and serves to facilitate and 
complement the production and distribu- 
tion of goods. This type includes trans- 
port, communications, finance, insur- 
ance, and the like. Clearly this type of 
service has a considerable basic com- 
ponent and its growth may not increase 
the basic-nonbasic ratio. The rise of 
such services is a consequence of eco- 
nomic development rather than of high 
per capita income. 


A third type of service,* although to a 
limited extent a transfer of function from 
household to market, is predominantly a 
new addition to the horizon of taste and 
consumption. It includes professional 
services: doctors, lawyers, higher edu- 
cation; travel and tourism, recreation and 
the like. Of these, professional services 
are predominantly local in character but 


* This threefold classification of services, labelled —_ 
tively tertiary, quaternary, and quinary services, 
cussed by Nelson N. Foote and Paul K. Hatt in Ged 
Mobility and Economic Advancement,” American Economic 
Association Proceedings, May 1953, pp. 364-378. 
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travel is not, and higher education to a 
considerable degree is also a basic rather 
than local service activity. High per 
capita income is the main condition for 
the growth in services of this type. Their 
availability in turn stimulates further 
growth in income. 


Considering the shift to services from 
an overall perspective it can be said that, 
insofar as it is a transfer from subsistence 
activity, it reduces the basic-nonbasic 
ratio. Insofar as it is a shift from market 
agriculture and manufacturing, on the 
whole it raises the ratio. At very high 
levels of per capita income most of the 
decline in percentage shares of consump- 
tion impinges on market agriculture and 
manufacturing, not on the subsistence 
sector. Therefore, a point is reached 
where the basic-nonbasic ratio ceases to 
fall, and may begin to rise. This result is 
inevitable unless significant shifts occur 
within the services sector; from services 
primarily local in character to travel, 
college away from home, and other serv- 
ices with a low basic-nonbasic ratio. 


In considering base ratios much more 
attention should be devoted to services 
and their classification in terms of basic 
versus local service components than has 
been devoted heretofore, and to forecast- 
ing the future composition of services. ° 


Leverage Effects 


We have seen that growth in popula- 
tion and area both tend to increase the 
basic-nonbasic ratio. We have seen also 
that with rising incomes there is a ten- 
dency for the ratio to fall, although at 
high enough incomes it is possible that 
this tendency is reversed. We have 
noted that in addition to the basic 
(export) and local service components of 
local activity there is a subsistence com- 


* See George J. Stigler, Trends in Employment in the Service 
Industries, (Princeton, New Jersey: Princeton University 
Press, 1956). 


ponent which must be distinguished from 
the local service component because it 
does not enter the market or figure in 
the institutional profile and employment 
structure of the city or local area. 


In assessing the leverage effect of incre- 
ments in basic activities or negative 
leverage effects of losses in basic activity, 
it is necessary in the first place to dis- 
tinguish between the secular change and 
the city-growth component on the sizes 
of the basic and local service sectors and 
therefore on the basic-nonbasic ratio. 
The secular change component is inde- 
pendent of local changes in the size of the 
base, reflecting rather national and inter- 
national trends in productivity, per capita 
income, and expenditure patterns. 

It is further necessary, whenever con- 
sidering dynamic changes in industrial 
composition and population size, to dis- 
tinguish between the average basic-non- 
basic ratio and the marginal ratio. Since 
the ratio is not the same for different city 
populations it is not possible to take exist- 
ing distribution of employment and in- 
come by basic and local service compo- 
nents and assume that this ratio will re- 
constitute itself following addition of 
sizable new industry to the basic sector. 
The addition changes the fundamental 
relation between basic and local service 
components, generally raising the ratio, 
so that the marginal basic-nonbasic ratio 
is larger than the average ratio. 


The distinction between average and 
marginal base-ratios is also required to 
account for lags. One lag, of relatively 
short duration, is the adjustment period 
in which some components of the indus- 
trial structure expand to meet the de- 
mands imposed by initial increments in 
other components. This lag may be 
evident in shortages of certain local 
services and products but not where it is 
feasible to prevent shortages through 
imports. Since this lag is constantly re- 
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newed, some differentiation between au- 
tonomous and induced increments in 
economic activities may be inferred from 
persistence of shortages. The second lag 
would be more longlasting even if it were 
not also continually renewed. The 
present industrial structure and institu- 
tional profile of any city is the product of 
a long historical process. It is undergo- 
ing continuous modification, including 
changes in the base ratio, even without 
the impetus of autonomous changes in 
the size or composition of the base; for 
the present structure embodies varying 
amounts of technological slack, of insti- 
tutional rigidity, and of occupational 
disequilibrium, which are only eliminated 
through the long-drawn out process of 
physical decay, institutional attrition, and 
human death or migration. Because the 
present structure, including present basic- 
nonbasic ratio, is inherited from the 
past—sometimes a distant past—it pro- 
vides a shaky foundation for estimating 
structure and ratios many years ahead. 


In the third place, it is necessary to dis- 
tinguish between leverage effects and 
ratios of exports to domestic production. 
The larger the area considered as a unit, 
the smaller the proportion of its produc- 
tion and employment which is in the 
export sector. A small city may export 
one-half its output; a large city one-third; 
a region one-fifth; the entire country may 
export only one-twentieth of its output. 
It does not follow that the employment or 
income or population multiplier increases 
from two for the small city to twenty for 
the country.'° Beggar-thy-neighbor ex- 
port policies, even if not countered, are 
not miraculous designs for full employ- 
ment and rising population and income. 
The leverage (or multiplier) effect of a 
given increment in basic industry is of 

1¢ Blumenfeld, op. cit., p. 117; Charles M. Tiebout, “The 


Urban Economic Base Reconsidered,” Land Economics, 
February 1956, p. 98. 
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the same order of magnitude for small 
cities and large, for small regions and 
whole nations. This conclusion must of 
course be qualified somewhat by the 
preceding considerations: economies of 
scale and agglomeration, for instance, 
may mean a somewhat higher leverage 
exerted by a given industry in a large 
than in a small city. Differences in 
marginal propensities to import have 
effects in the same direction. 


It is also not true, as sometimes 
claimed, that effort to increase local self- 
sufficiency by raising the basic-nonbasic 
ratio necessarily increases the leverage 
effects of given changes in basic industry. 
The leverage effect (the effects on total 
income, or employment, or population, 
as one may choose, of changes in the same 
variables in the basic sector) is theresult 
of the functional relations between the 
production of the diverse goods and serv- 
ices which comprise the economic and 
institutional structure of the area. The 
leverage effect is not determined by the 
division of these various functions be- 
tween local and export sectors although 
its value certainly is affected. 


What varies with the size of a region is 
the degree of self-sufficiency, not neces- 
sarily the leverage. It is false to assume 
that all local employment is geared to the 
needs of the export base. Much local 
service and manufacture serves the needs 
of the local population dependent on 
them for employment and income. Toa 
considerable extent people do live by 
taking in each other’s washing. In 
backward areas there is also a large 
subsistence component in the population. 
This component, although raising the 
basic-nonbasic ratio, does not mean a 
greater leverage. The leverage effects of 
changes in basic industry can be higher in 
advanced than in backward regions even 
though the basic-non-basic ratio is lower. 
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The leverage effects of a new textile 
mill are essentially the same in towns of 
all sizes. They are limited largely to the 
‘payroll’? effects: the increase in local 
trade, services, manufactures, and in 
imports resulting from the spending of the 
payroll. The only significant difference 
between large and small towns in the case 
of textile mills is that nearly the entire 
payroll will be spent locally in the large 
city but only a smaller portion in the 
small town; and that induced imports will 
be higher in the small than in the large 
town because of its lesser self-sufficiency. 
These differential payroll effects by size 
of town (or region) are essentially similar 
whatever the new industry, although it 
does make some difference whether a 
payroll of a given size is received by a few 
highly-paid skilled workers or by a much 
larger number of low-pay unskilled 
workers and whether the industry em- 
ploys mainly men or mainly women. 
The pattern of spending and the pro- 
pensity to import are different. 


A steel mill has a higher leverage effect 
than a textile mill with the same payroll 
for two reasons: it may make larger 
local purchases of transport, water, elec- 
tric power, and possibly limestone and 
coal; and it is likely to attract linked 
firms: metal-fabricating plants, coke 
ovens, refractories, chemicals, and the 
like. The textile mill by contrast, has 
little agglomerative attraction and 
limited demands for local products other 
than fiber. For these reasons it is desir- 
able to estimate multipliers or leverages 
for a wide range of industries of basic 
nature. Agglomerative effects may also 
be functions of the size of the baseinput 
and of the town. 


The export base is usually defined to 
include the contribution of linked indus- 
tries: intermediate processors, contribu- 
tors of necessary services, and the like; 
thus eliminating the main source of 


differential leverages for different types 
of base input. Many of these linked 
services and manufactures are not mobile: 
they are local services such as power, fire 
protection, transport, which expand to 
meet the additional needs of the base 
increment. 


This ex post procedure however is un- 
satisfactory operationally because it 
stands half way between a tool and the 
desideratum for which the tool is de- 
signed. If indeed we already know the 
agglomerative effects on linked output 
and employment of specific changes in 
some component of the base, we already 
know much of what the economic base 
concept is designed to supply. In fact 
we know enough perhaps to proceed by 
more sophisticated procedures, such as 
input-output analysis, to predict the total 
effects on the local economy and popula- 
tion of the changes in a part of the base. 


What remains to be known, the general 
multiplier effect of changes in the base 
including agglomerative effects, is rela- 
tively independent, in size and in specific 
components, of the specific type of change 
in base inputs. The large differences be- 
tween towns and regions, and between 
industries, are the agglomerative effects 
following from increments in particular 
basic industries which call for industry by 
industry multiplier estimates rather than 
basic-nonbasic ratios.'! 


The assumption that the leverage is 
the reciprocal of the basic-nonbasic ratio 
says in effect that there are no internal 
leakages; that all shrinkage in the income 
stream as initial increments of expendi- 
ture are respent and respent again by 
those who receive them as income is the 





Richard B. Andrews, “Mechanics of the Urban 
Economic Base: The Problem of Base Measurement,” Land 
Economics, February 1954, p. 59; “Mechanics of the Urban 
Economic Base: Special Problems of Base Identification,” 
Land Economics, August 1954, p. 265; Gillies and Grigsby, 
op. cit., p. 22. 
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result of increased imports.'* A further 
assumption implicit in the view of leverage 
as the reciprocal of the basic-nonbasic 
ratio is that the initial structure of in- 
dustries, institutions, and employment is 
reconstituted after a suitable lag no 
matter what the changes in the size and 
composition of the base. If the composi- 
tion of the base changes and if the local- 
service industries are in any way closely 
geared to base needs, then they too must 
change. Even if only the size of the base 
changes, we cannot expect a proportion- 
ate change in the sizes of all the non-basic 
components of the community. 


The absurdity of the base ratio- 
reciprocal concept of leverage can be 
illustrated by gradually enlarging the 
area considered. As more and more 
activities become internal to the area, the 
export base becomes a smaller and 
smaller percentage of the total. The 
leverage however depends upon the 
functional relations of various segments of 

- the economy as well as on the division 
between local and nonlocal economic 
activity. These functional relations are 
not affected by widening the borders of 
the local area although the basic-non- 
basic ratio is. A doubling of the export 
base in a small city may in time double 
local income, employment, and popula- 
tion; but no one could believe that a 
doubling of U. S. exports would double 
American income, employment, or popu- 
lation. What would change would be 
the ratio between export and domestic 
production. Some increase in income 
might occur: the fate of employment 
would depend upon the initial level of 
unemployment and the effects on popula- 
lation would be limited sharply by immi- 
gration restrictions. 


12QOn local leakages, see George H. Hildebrand and 
Arthur Mace, Jr., “The Employment Multiplier in an 
Expanding Industrial Market: Los Angeles County, 1940- 
47,” Review of Economics and Statistics, August 1950, p. 242. 


The economic base analysis of small 
areas in fact assumes no barriers at all to 
migration. If migration involves even 
moderate costs then a minimum “‘thres- 
hold” increase in basic income and em- 
ployment must occur to attract migrants. 
Mobility of factors other than labor is also 
implied for the economic base cannot be 
expanded very much solely through an 
increment in labor force unless we assume 
large unemployed supplies of other fac- 
tors. The economic base analysis then 
is a method for robbing Peter to pay 
Paul. For the total population and 
labor force of large areas can increase 
very slowly. 

The neglect of feedback reactions in 
economic base analysis follows from its 
urban focus and from its focus on exports 
alone. It may seem plausible to ignore 
feedback in computing ratios and lever- 
age effects if the city’s “foreign” trade is 
widely distributed throughout a region 
much larger and much more populous 
than itself. But in fact the bulk of most 
cities’ “foreign” trade is concentrated 
within a much more limited area, within 
which the city bulks large as a propor- 
tion of the total population and income. 
Changes in a city’s imports may, through 
their income effects on the selling area, 
have effects on the city’s exports which 
are not negligible. Consideration of the 
city in a context somewhat more intimate 
and relevant than the national or world 
economy could substantially improve our 
foresight. '* 

The fact that all United States popula- 
tion is not concentrated in two or three 
cities although larger cities have higher 
leverages is ample warning on the con- 
ceptual and practical limitations of the 
economic base analysis. The United 
States has shown no tendency to monopo- 


18 George H. Hildebrand and Arthur Mace, Jr., op. cit., 
241-249; Charles M. Tiebout, “A Method of Determining 
Incomes and Their Variation in Small Regions,” Proceedings 
of the Regional Science Association, 1955, pp. 2-12. 
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lize world population, income, and pro- 
duction, in spite of a very low export- 
domestic production ratio, as well as of a 
persistent tendency to over-export. This 
too should give us pause. 

A further implicit assumption of the 
economic base analysis is Say’s law. If 
only the size of the basic sector can be 
increased, then total local employment, 
income, and population will increase by 
various multiples of the base increments; 
demand will take care of itself. 

The distinction between industries 
with limited and with extensive market 
areas is both incidental and insufficient. 
Incidental, because the relevant con- 
sideration is locational autonomy, not 
size of market area, which is an im- 
portant, but neither necessary nor suffi- 
cient condition for locational autonomy. 
Insufficient, because industries with wide 
market areas may still have no choice of 
location if they are sited with respect to 
raw materials not widely disseminated. 


Conclusion 

The stark simplicity of economic base 
approach, with its basic-nonbasic ratios, 
leverage effects, and the like, offers an 
attractive short-cut. But it isa dangerous 
and uncertain course as well. As a 
simple frame of reference suitable for indi- 
cating fruitful areas of inquiry and for 
organizing data collected it has much to 
recommend it. But as a substitute for 
planning, for data collection and evalua- 
tion, it is a trap for the unwary. Con- 
fusion of the method with some specific 
results, such as three-to-one ratios of 
changes in total employment to changes 
in basic employment and confusion of 
empirical observations with causal an- 
alysis, can only lead to bad planning. 
This is not to say that bad projections and 
the plans based on them are worse than 
no projections and no plans; but in terms 


of the additional benefits of more sophisti-° 


cated procedures the additional costs of 


their use will in the more important cases 
recommend them in preference to simple 
economic base concepts. 


The economic base approach gives us 
an industrial profile, or a caricature of a 
profile. If supplemented with data on 
money flows it would become a local or 
regional input-output table which, in 
the extreme case, would contain only two 
“industries,” the base or exporting in- 
dustry, and the service, or non-exporting 
industry. The economic base approach 
assumes that as the city or region grows 
the same profile will persist but made 
larger. If we know therefore the future 
proportions of one of the features of its 
industrial physiognomy, we can predict 
the rest of the profile. The drawbacks of 
the economic base approach as predictive 
device are: (1) the extraordinary diffi- 
culty of predicting the growth of the most 
volatile component of city growth; (2) 
changesin institutional profile consequent 
on growth in city area and population; 
(3) dependence of the profile on the level 
of income and its distribution as well as 
on tastes, area, and population; and 
(4) dependence of the profile on specific 
composition of the economic “base,” i.e., 
on the industrial components not ubiq- 
uitous in cities of the same size. 


What uses then remain for the eco- 
nomic base approach? First, it may be of 
considerable value in preliminary stages 
of planning for new towns. Second, it is 
useful in evaluating the impact of specific 
increments (decrements) in autonomous 
industry on income, employment, and 
population. Third, it may serve to spot 
deficiencies in the institutional profile 
which could be eliminated economi- 
cally. Fourth, it may serve in evaluating 
the relative merits of alternative new in- 
dustries in terms of their contributions to 
local income, employment and popula- 
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tion, their requirements for additional 
services and facilities of local nature, and 
consequently their impacts on the tax 
base, tax rates, and tax revenues. 

It should be noted that for each of the 
above purposes an economic base ap- 
proach, as the structural analogue of a 
two-industry input-output table, is of 
rather less use than a more detailed multi- 
industry profile (or stock model) and 
particularly a multi-sector input-output 
(or flow model) approach. The value of 
the economic base approach has been 


considerable but more as a pedagogic 


device than as a prediction and planning 
tool. It should not be expected to give 
accurate results, nor depended upon to 
the exclusion of other methods. It is 
time to explore the serviceability of more 
complex models, whose specifications 
have been accumulating in the form of 
many valuable studies of city industrial 
populations. But it would be a mistake to 
discard the economic base approach or 
to neglect possibilities for refinement in 
the concept and its applications. 
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Some Aspects of the Economic Structure of 
Depressed Industrial Areast 


By LOWELL E. GALLAWAY* 


I‘ the post-World-War-II American 
economy it is possible to detect grow- 
ing concern about the economic status of 
communities with persistently high levels 
of unemployment, communities which 
are commonly known as depressed areas.! 
Recognition of the depressed area as a 
national problem is ultimately a result of 
the shift in economic philosophy which 
produced the Employment Act of 1946 
and its injunction that the federal govern- 
ment is responsible for the creation of 
“conditions under which there will be 
afforded useful employment opportuni- 
ties ... . for those able, willing, and seek- 
ing to work.”? More specifically, the 
cognizance of this problem stems from 
two postwar developments in the Ameri- 
can economy, the relative success in con- 
trolling the downward phase of the busi- 
ness cycle and the growth of a body of 
statistics pertaining to area employment 
conditions. The former makes the un- 
employment in depressed areas obviously 
apparent while the latter provides a 
source of data that enables the afflicted 
areas to be pinpointed accurately. 

¢ This study was initiated under a grant from the Ohio 
State University Research Foundation. The author wishes 
to acknowledge the advice and comments of Alma Herbst 
and Herbert S. Parnes and the technical assistance of 
Ross F. Penne. 

“Assistant Professor of Economics, San Fernando Valley 
State College, Northridge, California. 

1See e.g., Harry S. Truman’s statement, “Employment 
and Unemployment,” Report of the Subcommittee on Unemploy- 
ment of the Foint Committee on the Economic Report, Congress of 
the United States, Washington, D. C., United States Govern- 
ment Printing Office, 1950, Appendix A, p. 101; Economic 
Report of the President, January 1955-59, Washington, D. C., 
United States Government Printing Office; and the various 
legislation introduced in the recent sessions of Congress to 
deal with this problem. 


? Public Law 304, 79th Congress, Sec. 2. 

* The Bureau of Employment Security of the United States 
Labor Department inaugurated a program of providing un- 
employment data for individual labor market areas in 1948. 
In 1949 the program was regularized to provide bi-monthly 
reports on individual labor market areas. 


The existence of these areas of chronic 
unemployment has led to some amount 
of speculation as to their nature. This 
paper will analyze two of the generaliza- 
tions which have been frequently applied 
to depressed areas: (1) the thesis that 
depressed areas are “‘one-industry” towns 
and (2) the thesis that depressed areas 
are non-diversified economically.‘ 


Depressed Areas Defined 


A depressed area may be broadly de- 
fined as an area in which the level of un- 
employment is persistently and _ sub- 
stantially in excess of the national level. § 
The terms “persistently” and “‘substan- 
tially” obviously need further clarifica- 
tion. Presently, the only available source 
of regular labor market data is the United 
States Bureau of Employment Security 
(BES) bi-monthly estimates of area em- 
ployment.* The BES regularly classifies 
145 major labor market areas within the 
continental United States according to 


‘These generalizations are typically found in popular 
literature and the statements of officials of depressed areas. 
See, e.g., “Area Redevelopment,” Hearings Before the Sub- 
committee on Labor of the Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C., United States 
Government Printing Office, 1956, pp. 17-18, 53, 157, 
161-64, 207 and 337; “‘Altoona’s Angle,” Business Week, 
June 4, 1949, p. 36; “Altoona: One Company Town in 
Search of Industry,” ibid, May 10, 1952, pp.76-80; and 
“How a City Solves a Job Problem,” U. S. News and World 
Report, December 28, 1951, pp. 52-54. 

5 Other factors might be considered in the determination 
of whether an area is depressed, such as the level of per- 
capita income or the level of production within the area. 
However, for the purposes of this paper the unemployment 
criterion will be adopted. 

* The BES techniques for estimating area unemployment 
have definite shortcomings. For a complete discussion of 
these see, Herbert S. Parnes, “Unemployment Data from the 
Employment Security Program,” The Measurement and 
Behavior of Unemployment (Princeton, New Jersey: Na- 
tional Bureau of Economic Research, Princeton University 
Press, 1957) pp. 123-53. Despite their failings, the BES 
estimates are the only available source of regular local labor 
market data and will be used to determine whether an area 


is depressed. 
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the tightness or looseness of their labor 
market.’ These areas are divided into 
two broad groups, those with a sub- 
stantial labor surplus and those without. 
The dividing line is a level of unemploy- 
ment of six percent of the labor force. 
In relation to the postwar (1946-1956) 
national average level of unemployment 
of 3.85 percent, six percent does not seem 
to be an unreasonable standard for indi- 
cating unemployment “substantially” in 
excess of the national level.* Conse- 
quently, it will be used as the basis for 
such determinations in this paper. °® 


How “persistently” substantial unem- 
ployment must occur for an area to be 
considered depressed must be decided in 
a more arbitrary fashion. A criterion 
has been adopted which considers an area 
depressed if it has had a BES classifica- 
tion indicating a substantial labor surplus 
a majority of the time. In order to allow 
for the possibility of an area’s becoming 
depressed in the later years of the period 

_ which will be considered (1948-1956), the 
proviso is added that any area classified 


7“Each major labor market area has at least one central 
city with a population of 50,000 or more, according to the 

1950 census. In most instances, boundaries of major labor 
market areas coincide with those of standard metropolitan 
areas as determined by a Federal interagency committee 

. . .” See, “Employment and Unemployment Statistics,” 
Hearings Before the Subcommittee on Economic Statistics of the 
Joint Committee on the Economic Report, Congress of the United 
States, Washington, D. C., United States Government 
Printing Office, 1955, p. 135. 

The BES also classifies some smaller labor market areas 
but only on the request of some interested party (e.g., the 
local representative to Congress, local officials, or local labor 
union leaders). Since these classifications are not made 
regularly and there are no uniform criteria governing the 
selection of the areas to be classified, they will not be con- 
sidered. 

8 The annual percentages of unemployment for the period 
1946-1956 are: 1946, 3.96; 1947, 3.56; 1948, 3.36; 1949, 
5.47; 1950, 4.98; 1951, 2.99; 1952, 2.66; 1953, 2.51; 1954, 
5.01; 1955, 4.03; and 1956, 3.78. Source: Federal Reserve 
Bulletin, 1947-1957. 

*From the inception of their classification program 
through July 1951 the BES employed a classification system 
that did not have a limiting value of six percent unemploy- 
ment. Consequently, for this period the criterion for deter- 
mining substantial unemployment must be modified as 
follows: substantial unemployment in the period 1948 
through July 1951 is indicated by unemployment in excess of 
seven percent of the labor force of an area. 


by the BES as a substantial labor surplus 
area for a period of two consecutive years 
during the interval January 1954 through 
November 1956 shall be classified as 
depressed. 


Combining the definition of “persistent” 
unemployment with the one for “‘sub- 
stantial” unemployment produces the 
following definition of a depressed area 
for the purposes of this paper: 


A depressed area is one which has had a BES 
labor market classification indicating un- 
employment in excess of six percent of the 
labor force for either a majority of the BES 
classification periods or for a period of two 
consecutive years (12 classification periods) in 
the interval January 1954 through November 
1956. 


Location of the Depressed Areas 


When this standard is applied to the 
BES classifications for the period 1948- 
1956, 19 major labor market areas qualify 
as depressed areas.'!° These areas have 
been classified as having excessive 
amounts of unemployment approxi- 
mately 75 percent of the time. Five of 
the areas, Fall River, Lawrence, Lowell, 
New Bedford, and Providence, are lo- 
cated in New England; seven areas, 
Utica-Rome, Altoona, Erie, Johnstown, 
Scranton, Wilkes-Barre-Hazelton, and 
Atlantic City, are in the Middle Atlantic 
States; and four, Asheville, Durham, 
Winston-Salem, and Charleston, West 
Virginia, are in the South Atlantic States. 
Of the remaining three, only one, 
Tacoma, is located west of the Mississippi 
River. This geographic distribution 
shows more than four-fifths of the de- 
pressed areas concentrated along the 


10 The depressed areas are Terre Haute, Indiana, Fall 
River, Lawrence, Lowell, and New Bedford, Massachusetts, 
Duluth-Superior, Minnesota, Atlantic City, New Jersey, 
Utica-Rome, New York, Asheville, Durham, and Winston- 
Salem, North Carolina, Altoona, Erie, Johnstown, Scranton, 
and Wilkes-Barre-Hazelton, Pennsylvania, Providence, 
Rhode Island, Tacoma, Washington, and Charleston, West 
Virginia. 
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Atlantic seaboard. This region contains 
less than one-half of the 145 major labor 
market areas regularly classified in the 
continental United States. 


Sources of Data 


The data employed in this paper are 
drawn from the labor force statistics pre- 
sented in the decennial population Census 
of 1950.11. The use of Census data is 
facilitated by the general comparability of 
the BES major labor market and the 
Bureau of the Census standard metropoli- 
tan areas boundaries. The classification 
system employed in treating the labor 
force data of the 1950 Census follows that 
of the Census Bureau. 

The major employment categories in 
this classification system are agriculture, 
forestry and fisheries, mining, construc- 
tion, manufacturing and services. In 
addition, manufacturing employment is 
sub-divided into the following categories: 
furniture, primary metals, fabricated 
metals, machinery (except electrical), 
electrical machinery, motor vehicles, 
transportation equipment, other dur- 
ables, food and kindred products, textile 
mill products, apparel, printing and 
publishing, chemicals, and other non-dur- 
ables. 

One problem is encountered when the 
Census data are used. The Census 
Bureau classifies only employed workers. 
Unemployed members of the labor force 
are classified by occupation rather than 
industry. If the unemployed could be 
ignored, this would present no difficulty. 

11 Using the 1950 Census data poses a problem. These 
data do not accurately describe the population and labor 
force characteristics of major labor market areas throughout 
the period 1948-1956. They do, however, provide such a 
description for one point in time. By assuming that this 
point provides a representative sample of the population 
and labor force characteristics of major labor market areas, 
it is possible to use the data. This assumption introduces the 
possibility of error. Population shifts, changes in consumer 
demand, the development of new products, the introduction 
of new technologies, or changes in any number of factors may 
produce distortions. However, in the absence of any abrupt 


changes in the society (such as the cataclysm of World ee 
II) the assumption will be made. 


This is not the case. There is no reason 
to assume that unemployed workers 
would be distributed proportionately 
throughout the various classifications. In 
fact, if the propositions which are being 
tested in this paper are true, the reverse 
should be the case, particularly in the 
depressed areas. Consequently, it is 
necessary to classify as many of the un- 
employed as possible into the industrial 
categories listed above. By use of a 
rather detailed classification system, ap- 
proximately 60 to 75 percent of the un- 
employed can be so classified. }* 


Methods 


Establishing standards by which such 
phenomena as dependence on one in- 
dustry and lack of economic diversifica- 
tion can be measured presents a major 
problem. All too often judgments are 
made in a vacuum. For example, what 
degree of dependence on one industry 
warrants classifying an area economy as 
‘“‘one-industry?” Is it five, ten, twenty, 
or fifty percent of the community’s em- 
ployment in a single industry? Before 
one can say, it is necessary to have some 
kind of measuring device. In this paper 
the measuring device is obtained by 
employing two groups of area economies. 
One consists of depressed areas and the 
other contains only non-depressed areas. 
The latter is a reference group which 
provides the standards by which data per- 
taining to the economic structure of de- 
pressed areas can be evaluated. 

The determination of the exact com- 
position of the reference group of areas is 
complicated by three factors. The first 
relates to several disparities between the 
BES and Census area classification sys- 
tems. The BES considers as major labor 
market areas five cities which are not in- 
cluded in a Census Bureau standard 


12 This classification system is presented in the author’s 
unpublished doctoral dissertation, Depressed Industrial Areas: 
A National Problem, The Ohio State University Library. 
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metropolitan area and sub-divides the 
New York-Northeastern New Jersey 
standard metropolitan area into four 
major labor market areas.'* Conse- 
quently, the necessary Census data are 
not available for nine of the BES’s major 
labor market areas. Since none of these 
is a depressed area it is not a serious 
obstacle. These nine areas will be 
omitted from the analysis. 

A second and more serious problem is a 
lack of homogeneity in the industrial 
structure of the remaining 117 non-de- 
pressed major labor market areas. A 
clue to this is found in the data pertaining 
to the percentage of what Colin Clark and 
others call secondary employment (de- 
fined as the sum of mining, construction, 
and manufacturing).'4 When these data 
are presented in the form of a frequency 
distribution, they exhibit definite tend- 
encies toward bimodality (see Table I). 


TABLE I—PercentaGe SECONDARY EMPLOYMENT, 117 Non- 
DepressED Mayor Lasor Market Areas, UNITED STArTEs: 


1950 
Percentage Number 
. Secondary of 
Employment Areas 
TE TT OL Te 12 
LO ho Peer cer er 27 
TS PROT LeeLee eT eee. 22 
SS rey Se rere mre 28 
OS ee errr re 19 
TOTS 6s ¥isheront oes cehiesisess se eebnss 8 
TI 550555 608s sdak now <onssecnasennaic 1 


Source: Census of Population: 1950, Vol. II, Characteristics of 
the Population, Parts 2-50, United States Department of Com- 
merce, Bureau of the Census, Tables 35 and 73. 


13 The five non-standard metropolitan areas are Hampton- 
Newport News-Warwick, Battle Creek, Muskegon, Aurora, 
and Joliet. The New York-Northeastern New Jersey area is 
divided into the areas of Newark, Patterson, Perth-Amboy, 
and New York. 

14See, Colin Clark, The Economics of 1960 (London, 
England: Macmillan, 1942), p. 22n; Allen G. B, Fisher, The 
Clash of Progress and Security (London, England: Macmillan, 
1935), pp. 117-118; and Louis H. Bean, “International 
Industrialization and Per Capita Income,” pt. V, Studies in 
Income and Wealth (Princeton, New Jersey: National Bureau 
of Economic Research, 1946), p. 121. The term secondary 
employment is generally used in a developmental context to 
indicate the type of employment activity that is characteristic 
of an economy once it moves out of the stage of producing 
agricultural commodities primarily. 


The explanation apparently lies in the 
geographic location of the areas. If the 
distribution is divided, roughly on the 
basis of Eastern and Western United 
States, extremely dissimilar distributions 
are obtained.!® (See Chart I) 

The distribution for the Eastern areas 
includes 68 non-depressed major labor 
market areas whose mean percentage of 
secondary employment is 44.52, while the 
distribution for the Western areas is com- 
posed of 49 non-depressed areas with a 
mean percentage of secondary employ- 
ment of 28.79. Both distributions are 
uni-modal, the Eastern skewed to the left 
and the Western to the right. 

Such a lack of homogeneity would 
deprive the standards derived from the 
reference group of much of their signifi- 
cance. Fortunately, 18 of the 19 de- 
pressed areas are in the same geographic 
area as the Eastern Group of non-de- 
pressed major market areas. This makes 
it feasible to narrow the reference group 
to the 68 non-depressed Eastern areas 
and conduct the analysis on the basis of 
18 depressed areas.'® 

The last problem encountered is a 
disparity between the population of the 
depressed major labor market areas and 
the population of the non-depressed 
areas. All but one of the 18 Eastern de- 
pressed areas is in the 100,000 to 400,000 
population range while only 45 of the 68 
Eastern non-depressed areas is in that 
range. In order to avoid any distortion 
stemming from this population differ- 
ential, it is advisakle to narrow the 
reference group of areas to the 45 non- 

18 The exact geographic boundaries selected for the pur- 
poses of making this division are the Western Wisconsin 
border to the Mississippi River, southward to the Southern 
border of Tennessee and eastward along the Southern 
Tennessee and North Carolina boundaries to the Atlantic 
Ocean. All areas North and East of this boundary are lo- 
cated in the Eastern group and all others in the Western, 
Although this boundary runs through the middle of the 
Duluth-Superior area, the entire area is considered as being 
in the Eastern group. 


16The depressed area omitted from consideration is 
Tacoma. 
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CHART I—PercentaGE SECONDARY EmpiLoymENt, 68 Non-DEpRESSED EASTERN AND 49 Non-DEPRESSED WESTERN 
Mayor Lasor Marker Areas; Unitep States; 1950, 


depressed Eastern major labor market 
areas with populations ranging from 
100,000 to 400,000. These will be re- 
ferred to as non-depressed areas through- 
out the remainder of the paper and will 
be compared with the 17 depressed areas 
in the same population range.” 


The One-Industry Argument 


The first step in testing the validity of 
the thesis that depressed areas are 
characterized by excessive dependence on 
a single industry is to determine 
the major source of employment in each 
area. The sources of employment which 
are considered are agriculture, forestry, 
and fisheries, mining, construction, and 
the sub-divisions of manufacturing. 
Services employment is excluded from 
consideration due to its diversity. Two 
of the sub-divisions of manufacturing, 
other durables and other non-durables, 


17 Providence is ‘the depressed area with.a population 
greater than 400,000. 


present difficulties. Since they are by 
definition residual categories, it is illogi- 
cal to accept them at face value in those 
instances where they are the major 
source of employment. A solution to this 
problem is possible if it is assumed that an 
unusually high level of employment in 
these categories can be attributed to one 
industry. If such an assumption is made, 
an estimate of the importance of the in- 
dustry can be made by subtracting the 
normal amount of employment in that 
category, from the actual employment. 
Normal, in this case, is the average 
amount of employment in either other 
durables or other non-durables.1* The 
corrected percentage is then compared to 
the percentage for the next largest source 
of employment and the larger is used in 

18 In the 62 areas being considered, no instance of other 
durables being the major source of employment arises. 


However, several instances of other non-durables being the 
major source of employment do occur. The normal amount 


- of non-durables employment used in these cases is 4.63 


percent. 
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the analysis .!° Having made the correc- 
tions, the mean percentage of employ- 
ment in the major industry of the 45 non- 
depressed major labor market areas is 
14.57 percent (see Table II). Similar 
data for the depressed areas show a mean 
percentage of employment in the major 

19Data from Area Manpower Guidebook United States 
Department of Labor, Bureau of Employment Security, No. 
R-174, Washington, D. C., 1957, indicate that this is a 
valid technique. These data show the following estimated 
percentages of employment ina specific industry classified by 
the Census as “other non-durable”: Brockton, 19.42; 


Kalamazoo, 15.31; Manchester, 17.94; Binghamton, 15.51; 
Durham, 17.160.; and Winston-Salem, 15.69. These esti- 


industry of 16.37.2° However, these data 
need further refinement. Altoona is un- 
usual in that the major source of its em- 
ployment is in an industry that is 


mates are derived by computing the percentage of manufac- 
turing employment accounted for by the major other non- 
durable industry and multiplying it by the percentage of 
total employment accounted for by manufacturing in 1950. 
The respective percentages derived by the technique of sub- 
tracting the normal amount of other non-durable employ- 
ment are: 18.96, 11.94, 17.59, 17.75, 11.87, and 14.47. 
20 The percentages for the individual depressed areas are: 
Terre Haute, 8.27; Fall River, 25.48; Lawrence, 39.08; 
Lowell, 24.06; New Bedford, 21.96; Duluth-Superior, 10.68; 
Atlantic City, 9.30; Utica-Rome, 8.25; Asheville, 8.72; 


(Continued on page 343) 


TABLE II—PercenTaGE oF EMPLOYMENT ACCOUNTED FOR BY Major Inpustry, 45 EASTERN 
Non-DeprESSED Major Lasor MARKET AREAS, PoPpuLaTion 100,000-400,000, Untrep States: 1950 











Area Percentage || Area Percentage 
Connecticut New Jersey 
Pere eee rr 9.75 er er re 6.10 
eset cekonnnap ee eneen 9.66 New York 
New Britain-Bristol............... 19.55 Binghamton.................+. 17.93 
POO MAMI soso sisio:si0:sisis'els Ss sinsend 8.09 PU PREMNIOE 55. < cia sca os gba ste siarereleretels 8.02 
Stamford-Norwalk............... 8.02 North Carolina 
EE OSTEO 18.44 ee 10.35 
Delaware Greensboro-High Point........ 21.50 
Wilmington...................6. 16.18 Ohio 
Illinois BE. icctnecyameane edae nes 16.74 
Davenport-Rock Island-Moline 23.15 Hamilton-Middletown.......... 11.29 
SE 0505 5 4 prs la oie a ere chorere- ee 21.16 Lorain-Elyra.................4. 23.47 
RRIMNOMNA 75 6's csvelcreie le Gisiers stevessre ioe 19.63 BLOM Sc crsccusisiore Gti elatasslcieteisigistsis 9.35 
Indiana Wheeling-Steubenville.......... 22.16 
ee eer 17.98 Pennsylvania 
ae 11.83 TI, osc cc ehseceeccenns 6.88 
RMAC RIOR 6.5.5 550s oie 0:2 0 500:0 0 0100 23.03 MRE 55S aaa store's cess atereiel 11.79 
Maine SR ide xkvaneh ea cnakw’ 15.92 
| ee a Aa on 5.80 ME on 5 Sean. ssgustn, <p evecare acececcrniakesoe 8.10 
Massachusetts Tennessee 
URRONN 5 Goins. 35 sols seein aioiare wee srenals 19.14 Chattanooga.................. 12.36 
Ps acrenikekunresd nes eee 8.34 Ds 5:04 ¢ a News sie ene eawe 10.07 
Michigan ick tacknd gues kana 8.66 
NE Sh oh Sane Sowabe keh sn 51.36 WAM IRIM  oiara 52s. windy 5s loce ors eiases fevers 
Grand Raplds.............00000- 7.98 | EE re 7.78 
xb ciunnedex sok an iaces 12.12 TEES OPO EOP 7.96 
MEM REINEME © oa 1o 250. 62.6) 3,5, psiorsynis csteohe 23.34 West Virginia 
er rere 15.11 Huntington-Ashland............ 7.17 
New Hampshire Wisconsin 
er 17.77 LEIS Ceo 19.07 
PR a kdevecadncemencwnee’ 12.83 
i inecxnan denn tua eakale 17.81 














Source: Census of Population: 1950, Volume II, Characteristics of the Population, Parts 2-50, United States Department of 


Commerce, Bureau of the Census, Tables 35 and 73. 
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classified by the Census Bureau as a 
service.?!_ Consequently, the 4.45 percent 
figure for Altoona is an understatement.?? 
If Altoona is disregarded in the analysis, 
the resulting mean percentage for de- 
pressed areas increases to 17.11. 


The significance of the difference be- 
tween the mean percentages of employ- 


ment in the major industry for depressed. 


and non-depreessed areas can be deter- 
mined by comparing the variation within 
the two groups of areas to the variation 
between the two groups. This compari- 
son produces an F value of 1.06967* which 
is not significant at the .25 level of signifi- 
cance.*4 Such differences hardly seem 
sufficient to validate the thesis that de- 
pressed areas are characterized by exces- 
sive dependence on one industry. 


The Diversification Argument 


In order to test the thesis that de- 
pressed areas lack economic diversifica- 
tion, it is necessary to establish a cri- 
terion by which the economic diversifica- 
tion of an area can be measured. For this 
purpose a technique used by the Federal 
Reserve Bank of Philadelphia is em- 
ployed.?5 Simply stated, the technique 
consists of accepting some percentage dis- 
tribution of employment as ideal and 
computing the deviations from this ideal 


(Continued from page 342) 


Durham, 12.05; Winston-Salem, 14.65; Altoona, 4.45; Erie, 
11.18; Johnstown, 23.58; Scranton, 13.52; Wilkes-Barre- 
Hazelton, 23.00; and Charleston, 20.35. Source: Census of 
Population: 1950, Vol. II, Characteristics of the Population, 
Parts 2-50, Tables 35 and 73, United States Department of 
Commerce, Bureau of the Census. 

21 This is the “‘business and repair services” industry. 

82 See fn. 20. 

23 The mean square deviation between classes = 70.2720 
and within classes = 65.6821 which produces an F value of 
1.0696. 

%4This method of testing provides an estimate of the 
probability that the difference between the two percentages 
could be the result of chance. The statement that an F 
value of 1.0696 is not significant at the .25 level of significance 
means that there is at least a 25 percent proability that the 
difference it refers to is purely the result of chance. 


28 See, Business Review, Federal Reserve Bank of Phila- 


delphia, January 1957, pp. 8-9. 


distribution. The deviations are then 
totaled irrespective of sign and subtracted 
from 100. One hundred represents the 
ideal distribution and is indicative of 
perfect diversification. The smaller an 
area’s index, the less diversified it is. 


For this paper, the ideal distribution 
will be that of the 62 Eastern major labor 
market areas (both depressed and non- 
depressed) in the 100,000 to 400,000 
population range. In computing this 
distribution the actual (rather than per- 
centage) labor force data for each area 
were used. This was done to weight 
the influence of each area according to 
the size of its labor force. The resultant 
distribution is presented in Tabie III. 


TABLE I1J—Cowmposrrion or Lasor Force, sy Inpustry, 
62 Eastern Major Lasor MarKET AREAS, POPULATION 
100,000-400,000, Unrrep States: 1950 











Industry Total Percentage 
Employed | of Total 

Agriculture... .........---000: 199 ,599 3.81 
Forestry and Fisheries. ........ 5 ,043 0.10 
WIE doc xccsisnscacusse neces 126 ,283 2.41 
Construction..............++.. 304 ,992 5.83 
pO ER rere rer rrr 72,292 1.38 
Primary Metals............... 209 ,425 4.00 
Fabricated Metals............. 142,784 2.73 
Machinery (Except Electrical)..} 260,204 4.97 
Electrical Machinery........... 84 ,626 1.62 
Motor Vehicles...............- 165 ,445 3.16 
Transportation Equipment...... 32,718 0.63 
Other Durables............... 131,700 2.52 
Food and Kindred Products. . .. . 123 ,495 2.36 
SOMMERS cae tcaciciecatiasie. sores 216 ,394 4.13 
Yn Ce eee 117 ,420 2.24 
Printing and Publishing. ....... 73 ,586 1.41 
GQHOMICEE, 0. 6. cccsseveceses 89 ,342 1.71 
Other Non-Durables........... 209 ,842 4.01 
Not Specified Manufacturing... 12,740 0.24 
WORIIOINE 6 «ono toile canceveens 2,655 ,822 50.74 

NOMEN oo bo Scciccucasdens 5,233,752 | 100.00 








Source: Census of Population: 1950, Vol. II, Characteristics of 
the Population, Parts 2-50, United States Department of 
Commerce, Bureau of the Census, Tables 35 and 73. 


The mean value for the diversification 
indices is 53.49 for the non-depressed 
areas (see Table IV) as compared to 
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46.43 for the depressed.?* Repeating the 
analysis of variation used in testing the 
one-industry thesis produces an F value 
of 3.2498 which is significant somewhere 


8¢The indices for the individual depressed areas are: 
Terre Haute, 53.89; Fall River, 27.19; Lawrence, 23.48; 
Lowell, 50.53; New Bedford, 36.64; Duluth-Superior, 56.79; 
Adantic City, 40.76; Utica-Rome, 77.31; Asheville, 49.28; 
Durham, 48.78; Winston-Salem, 48.84; Altoona, 48.53; 
Erie, 56.69; Johnstown, 30.37; Scranton, 57.99; Wilkes- 
Barre-Hazelton, 40.23; and Charleston, 41.94. Source: 
Census of Population: 1950, Vol. Il, Characteristics of the Popula- 
tion, Parts 2-50. Tables 35 and 73, United States Depart- 
ment of Commerce, Bureau of the Census. 


the one-industry argument. 


between the .05 and .10 levels of sig- 
nificance (F.05 = 4.0012 and F.10 = 
2.7914).27 


Apparently, there is more validity to 
the thesis that depressed areas lack 
economic diversification than there is to 
However, 


2? The mean square deviation between classes = 622.0628 
and within classes = 191.4179. The resultant F value 
(3.2498) means that there is at least a 5 percent probability 
but not a 10 percent probability that the difference referred 
to is the result of chance. 


TABLE IV—Inpex or Economic DiversiFicaTIon, 45 Eastern Non-DEPRESSED Major LABOR 
MARKET AREAS, PoPULATION 100,000-400,000, Unrrep States: 1950 














Area Index Area Index 
Connecticut New Jersey 

PINE coccccssckcccecaseons 55.40 Terr 77.36 

SE idecinscwivkeacetinwnne 59.62 New York 

New Britain-Bristol............... 21.24 Binghamton................... 47.46 

INOW EAOVORD § 6 55 5.6:656 00:0 5 deieiciecicSive 65.17 IR MOMIBE v5.6: 6,0) 0!sis esers  iesarsisyes ocayerd 70.94 

Stamford-Norwalk............... 69.82 North Carolina 

a, rere ere 34.34 Eb ikecnecewescesanan 53.73 
Delaware Greensboro-High Point......... 50.49 

Wilmington..................08- 62.81 Ohio 
Illinois OMRON sia bio esisieiaeiesiesiels tiers 51.47 
- Davenport-Rock Island-Moline....| 56.99 Hamilton-Middletown.......... 53.24 

NER doe ciewiarerecse octresiorsiosiers 52.01 Lorain-Elyra..............000. 46.65 

RING oso dints eaicisicic os isis vias 44.56 MSAD os. 0.5 ov2v5/ aie ajoi0 ai atoi0 sreieis ~-| 69.91 
Indiana Wheeling-Steubenville.......... 40.16 

RR NUINNE gn fo .a. ses:sisrcsaincinrelarsiorete 60.63 Pennsylvania 

ONE WRYIG 6:5 0:0:6:0.0:0;0.8:6'0:010 si0500 62.35 Harrisburg...............00005 59.84 

RULED ROTM 6.5 5:55 6: 4.4.n0)0:5. sei eisreuesnrors 43.45 MRTIGMNNOT 9:66) 6 "5510105 10160) ove sees 54.27 
Maine errr errr re 62.79 

DO oC a Oi nae sir 46.96 OEM ass cipro a See roe enon 53.23 
Massachusetts Tennessee 

MEMMONNTS oh 5 So: sia eicsaseserersia,eisuseie 56.64 Chattanooga...............06- 69.39 

WVMONEE So oil. occ cstece a wie Se oasis 74.02 MTU 5 50 01.210 v-avanuravereuet avers 65.57 
Michigan ES OP ae eee 53.24 

BRN ate tge an 5 Fis ois oes wlaronsrsiores oie 3.61 Virginia 

Grand Rapids................... 69.40 WRACHIIONA 0.5.0.4. 6:6,5. 5.6.0: 0:0,0:0:015,01608 48.93 

MASMEAEABEOOs 5 :5:0).6 5/0':i6:0 io vata si cversiainiors 62.99 PRUGANOR fos: 5s0/0's iegie doc oe hacenrod 51.22 

EUS 10-2 Beast S eee erates ener 43.70 West Virginia 

Be MIERIRI oc 5ra 2 po sars 5 isha erste vasesorete 52.58 Huntington-Ashland.......... «| 67.69 
New Hampshire Wisconsin 

DARICNPSEE 6 6 o.o6icc ences cisco ee 30.52 GMT 05's I Alek 36.23 © 

MOIBOEN 6 os oie. scree ts 0 o:e.s1gis 0c 45.99 
RONEN sofas steve 538d ci eisrtvewstomuele 48 .06 








Source: Census of Population: 1950, Vol. II, Characteristics of the Population, Parts 2-50, United States Department of Com- 
merce, Bureau of the Census, Tables 35 and 73. 
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the results are by no means conclusive. 
Perhaps the safer course is not to accept 
either the one-industry or lack of eco- 
nomic diversification characterizations of 
depressed industrial areas. 


Conclusion 


The concern of many of those who are 
intimately associated with depressed areas 
over the problems of dependence of an 
area on a single industry or lack of 
economic diversification is mildly remi- 
niscent of the ‘“‘autarky” argument that 
frequently enters into lay discussions of 
the desirability of international trade.?® 
Often, concern of this type motivates 
rather extensive and grandiose programs 
designed to diversify area economies in 
order to insulate them from the vicissi- 
tudes of economic life.2® Such an ap- 
proach to the depressed area problem 
does not take full account of the necessity 
of area specialization in a highly inter- 
dependent exchange economy. A con- 
centration of area employment in a single 
industry or industries is indicative of the 
specialization that characterizes the 
American economy. Of course, one re- 
sult of this is increased interdependence 
between area economies. If develop- 
ments in other area economies (or the 
economy as a whole) quite seriously affect 
the major industry of an area, depressed 
areas may result. However, this is not a 
sufficient argument for dispensing with 
area specialization. The logical extreme 
of eliminating area dependence on a 
single industry or industries would be the 
creation of a number of virtually self- 
sufficient “little” economies which would 
undoubtedly entail a sizable sacrifice of 


38 See fn. 4. 

29 See, e. g., the statement of Hon. Francis J. Lawlor, 
Mayor of the City of New Bedford, Massachusetts, Area Re- 
development, p. 350, which, in part, reads: “Its [New Bedford] 
erying need, of course, has been diversification of industry. 
With local self help and municipal management, we are 
trying to fulfill this need.” 


levels of output for the economy as a 
whole. 


There could be some justification for 
approaching the problem of depressed 
areas from the standpoint of attempting 
to diversify their economies if depressed 
areas were markedly more dependent on 
a single industry or subtantially less 
diversified than other areas. However, 
this is apparently not the case as was 
demonstrated in the empirical analysis 
presented in the paper. This suggests 
that as a nation we might be better ad- 
vised to treat the depressed area problem 
within a context that accepts the necessity 
and desirability of area specialization. 


At the local level one of the chief con- 
cerns of area officials is the prevention of 
chronic area unemployment. Within the 
framework of area specialization just 
described local officials obviously have 
little control over the factors that generate 
area unemployment, i.e., the periodic 
changes that characterize a dynamic 
economy.*° Consequently, their alterna- 
tives in attacking the problem of chronic 
unemployment are limited. They may 
either(1) reject the concept of area 
specialization (with the results previously 
discussed)*! or (2) concentrate on 
projects designed to facilitate adjustment 
to the unemployment which may be 
generated by the demise of an important 
industry. The latter approach rejects the 


30 The major exception to this generalization is the rather 
obvious point that local planners can contribute to avoiding 
significant unemployment by emphasizing the acquisition of 
industries with great growth potential. However, the execu- 
tion ot such a plan requires a great deal of ability to predict 
prospective trends in the general economy and does not solve 
the problem of what to do when the growth industries cease 
to grow. 

81 The adoption of this approach by local officials raises 
the possibility of a conflict between the aims of local areas 
and society as a whole. The conflict need not prove serious 
unless local areas embark on a substantial program of sub- 
sidization of private industry which might produce a misallo- 
cation of resources. However, it is doubtful if local com- 
munities can seriously affect the normal pattern of area 


- specialization unless they employ sizable subsidies. 
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idea that local officials can control the 
economic future of their area and empha- 
sizes adjustment to economic change 
once it occurs.*? The analysis presented 
“92 This is consistent with much of economic theory with its 


in this paper makes a case for the adop- 
tion of this approach by local officials. 





emphasis on minimizing the frictions that are encountered in 
the process of adjusting to economic change. 
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Recent Trends in the Economy of Greece 
By ANTHONY R. TOMAZINIS* 


VEN a casual observer who hap- 

pened to have visited Greece at the 
beginning and then again at the end of 
the present decade (1948-1958) would 
have been aware of significant changes 
in the country’s economy. New indus- 
tries have sprung up in many cities bring- 
ing industrial output to heights unknown 
in Greek history. Agriculture advanced 
at such a fast pace that it amazed even 
Greek economists and made the country 
almost self-sufficient in foodstuffs for the 
first time in its history. Trade and 
general commerce benefiting from the 
progress made in industrial and agricul- 
tural production, made giant strides 
during the last years. In terms of Gross 
National Income (hereinafter referred to 
as G.N.I.), the development of the 
Greek economy is remarkable. An in- 
crease of about 75 percent in G.N.I. has 
been experienced during the last ten 
years while the population increase in the 
same time has not exceeded 9.5 percent. 
From the low level of 39 billion drachmas 
in 1949 the G.N.I. had reached the level 
of 63 billion drachmas, in constant prices, 
by 1957 (see Table I). The final figures 
for the G.N.I. for 1958 are not available 
at this writing but the increase in in- 
dustrial production (ten percent above 
1957 levels) and in agriculture shows 
evidence that the increase of the G.N.I. 
in 1958 was at least comparable with that 
in 1957. Regardless of the manner by 
which the G.N.I. is estimated in Greece 
and the difference found between estima- 
tions of G.N.I. in various countries, the 
fact remains that an impressive increase 
in production has been achieved in 
Greece during the last ten years. During 
the same time-period the population of 


* Institute for Urban Studies, University of Pennsylvania, 
Philadelphia, Pennsylvania. 





Greece showed a significant reduction in 
the rate of increase. There was an aver- 
age of only one percent annual popula- 
tion increase as against 1.40 ing'the 
decade 1930-1939. Every theory of 
economic development relates the in- 
crease of the G.N.I. to four major factors: 
capital accumulation, population growth, 
utilization of new resources, and tech- 
nological progress. In Greece, as in a 
number of other under-developed coun- 
tries, the scarce factor is capital. Popula- 
tion growth has progressed and has passed 
the mark where more population will 
bring more economic growth. That is 
why it is so significant that the increase 
of the G.N.I. has been accompanied with 
such a low rate of population growth.? 
The prospects for the immediate future 
at least are also bright. The optimism 
is based on three outstanding factors 
of the Greek economy the effects of which 
have been realized thus far in only a very 
small degree. ‘These three factors can 
be described simply as the following: 
(1) high rates of gross capital formation; 
(2) availability of abundant electric 
power all over the country; and (3) 
significant changes in the proportions of 
the different components of the G.N.I. 


Capital Formation 


Since 1949 the development of the 
country’s natural resources has been 
rapid. Until then there had been 
little accomplishment in that direction. 
Nothing had progressed from the stage 
of discussion. ‘There were two elements 
pervading this situation. First, the 





1B. Higgins, “Economic Development of Underdeveloped 
Areas, Past and Present,” Land Economics, August 1955, 
p. 180. 

2H. Leibenstein, Economic Backwardness and Economie 
Growth (John Wiley & Sons, Inc., 1957), Chapter 10, pp. 
147-175. 
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country was deprived of almost any sort 
of capital for centuries. Especially lack- 
ing was the monetary capital required for 
new investments. It must not be for- 
gotten that when the western countries 
experienced their industrial revolution 
Greece was still largely occupied by the 
Ottoman empire or had just been 
liberated. For decades no flow of capital 
from Europe to Greece had occurred as 
in the case of the British capital to the 
United States. Within the country it 
was also next to impossible to accumulate 
capital with the given stage of trade and 
economy. Only after 1909 and practi- 
cally only after the wars of 1912 to 1922 
were the circumstances satisfactory so 
that a small amount of capital was 
available. At this stage industry and 
general development began to appear. 
Thus the whole effort of modernization 
and development has a history of 
scarcely more than 40 years. 


During the 1920’s and 1930's the 
country made remarkable strides forward 
- especially in types of development which 
did not need great capital investments 
and had quick returns, such as textile and 
foodstuffs. The Second World War in- 
terrupted this progress and reduced the 
country’s productive machine to levels 
far below those of 1939. Until 1949 the 
productive capacity of the country was 
still under prewar figures, the country 
being just out of a civil war and still 
without substantial capital for new in- 
vestments. The situation turned bright 
only when the war reparations started to 
pour into the country and the American 
aid restored her economic prospects. In- 
vestments in every phase of the national 
economy were vitally needed if the 
country was to stay even at the same level 
of development. Since the increase of 
population was constantly decreasing the 





* B. Higgins, op. cit., p. 180. 


amount of income per capita, only a 
greater rate of investments than the 
rate of population growth could alter the 
situation. This has been the case and 
constitutes the first major factor of 
Greek development in the last decade. 
From 1949 to 1957 the rate of gross 
capital investment in Greece was one of 
the highest in Europe and two percent 
higher than the rate in the United States 
(see Table I). It was also about seven 
and a half times the rate of population 
growth. 


The investments were possible only 
because of American aid and war rep- 
arations. They were facilitated through 
the remarkable insistence of different 
economic missions (UNNRA, Food and 
Agriculture Organization, American 
Economic Mission, etc.) that the 
economic development of the country 
was the only answer to the chronic 
economic problem of survival for Greece. 
Finally, the economic developments that 
took place were possible through an 
almost radical change of leadership in 
the government and in the economic 
institutions and ministries. Here enters 
the second major factor, the human 
element, contributing to the develop- 
ment of the country. Development 
could hardly be expected to make any 
headway without significant changes 
in Greek personnel. Political office- 
holders and, most important, senior civil 
service personnel have undergone signifi- 
cant and in some respects radical changes 
during the last decade.‘ Perhaps more 
important than the change in politicians 
is the advancement, in many positions, 
of the administrative machinery of gov- 
ernment and other leading institutions of 
the country, of new senior employees with 
new ideas and prospects. Many of them, 
educated in the postwar period, are 





4W. McNeill, Greece: American Aid in Action: 1947-1956 
(The Twentieth Century Fund, 1957), pp. 176-179. 
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young men. The great difference be- 
tween the men now and those in prewar 
positions or even just after the war, is that 
the present ones think in terms of pro- 
grams, of planning ahead. Many of 
them are fully familiar with post-Key- 
nesian economics while the techno- 
economic factors and relationships with 
their complexities in priorities and im- 
plementation—the toughest problem in 
a long-range planning effort—is their 
concern. The outcome of all these 
changes is evidenced in Table I. It is 
obvious that the increase in G.N.I. is 
accompanied with at least a parallel 
increase in capital formation, gross and 
fixed. The trend continued in 1958. 
The final figures have not yet been 
announced (Summer 1959) for G.N.I. 
and Gross Capital Formation for 1958, 
but since the national budget for 1958 
included increased amounts for invest- 
ment and since the leading institutions 
of the country have had _ increased 


funds for investments, it is safe to assume 
that at least a similar rate of growth 
was experienced during 1958. 

Two observations on the subject of in- 
vestments are in order. In the first place, 
a number of economists consider the rate 
of investments much lower than it ought 
to be. They argue that the country has 
greater need of development in creating 
new jobs and sources of income than the 
present rate of investment provides. The 
present rate extends indefinitely the 
period of time required before Greece can 
become economically self-sufficient. The 
argument against that point of view 
comes from those who fear an inflation 
which, they believe, will accompany any 
larger scale of investments. The second 
criticism of the subject of investments 
is based on the different amounts de- 
voted to the various purposes. During 
the entire decade 1949-1958 almost 
one-third of the annual amount of 
investment went to housing. The gov- 


TABLE I—Gross NATIONAL Income, Gross AND Fixep CAPITAL FoRMATION AND ANNUAL POPULATION 
GrowTH 
Greece: 1949-1957 
(In constant prices of 1954) 











Gross Capital Fixed Assets Percent 
G.N.I. in | Percent | Formation in| Rate Formation in Rate Annual 
Year Millions of| Annual | Millions of over Millions of over Population 
Drachmas | Increase | Drachmas G.N.I. Drachmas G.N.I. Increase 
1949........ 39,170 Serer 8,382 21.402 5,888 15.00 . 
1950........ 38,673 | —1.70 10,081 26.002 8, 186 21.10 1.11 
43,035 11.30 9,502 22.00: 6, 884 16.00 1.06 
9952 %..0...0: 42,412 | —1.40 7,333 17.30 6,615 15.60 1.13 
1953. «60.06 48,283 13.80 8,137 16.80 6, 560 13.60 1.08 
1954........ 49,906 2.75 7,745 15.303 8,035 16.00 0.97 
| re 53,442 7.10 9 ,400 17.60 8,653 16.00 0.91 
1956........ 57,460 5.00 11,592 20.20 10,420 18.30 0.82 
1957!....... 62,950 9.50 11,300 18.00 8,600 13.70 


























Source: Statistical Year Book of Greece, 1956, p. 247. Statistical Year Book of Greece, 1957, pp. 289, 293. 
1 The percent increase announced by the Director of the Bank of Greece in his formal annual speech in May 1958, 


(9.5 percent over 1956 levels) has been used for the 1957 figure. 


* The extremely high percentages of these years have been due to large sums of American aid and war reparations. 
3 The fixed assets formation is greater than the gross-capital formation in that year owing to a significant decrease of 
public stocks during the year (approximately 753 million drachmas). 
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ernmental economic planners are keenly 
aware of the fact and would like to 
change significantly the proportion but 
the majority of these investments are of 
private capital. They consider housing 
as a safer investment than industry. 
During the last two years the government 
made an additional effort to direct this 
capital to industrial #development. 
Through a substantial increase of bank 
interest rates they have succeeded in in- 
creasing the bank deposits from 151 million 
drachmas in 1946 to about 12 billion 
drachmas in 1958. 


Availability of Electric Power 

The second factor which reveals the 
seeds of further growth for Greece is the 
recent increase in electric power. The 
changes achieved during the last decade 
could be described as the most dramatic 
part of the Greek scene. The amount of 
power generated in 1956 was 4.5 times 
more than the power generated in 1938. 
In per capita utilization, the increase is 
also significant. In 1956 there were 155 
‘kw-hr for each Greek compared to 
50kw-hrin 1938; although the per capita 
rate is still far below that of Belgium, a 
country of smaller size. Electric power 
development is still not even half com- 
pleted. In the final stages of construc- 
tion are installations for more than 
287,500 kw capacity. Of them, 75,000 
kw are in Athens’ metropolitan area and 
212,500 in provincial Greece. Still an- 
other large generator of 125,000 kw was 
recently allocated to a French concern 
and scheduled to be installed in Ptole- 
mais.’ All the above generators will bring 
the total installed capacity to a level 
just over 800,000 kw as soon as they are 


5 Statistical Year Book of Greece, 1957, p. 323, and Greek In- 
dustrial Review, October 1958 (Athens), p. 53. 

6See, Royal Greek Embassy, The Economy of Greece, 
Washington 8, D. C., 1956, p. 15; also, Announcements 
by the chairman of the Greek Public Power Company, 
made March 17, 1958, and reported in Technica Chronica, 
151-152, pp. 37, 38. 

1 The New York Times, November 25, 1958. 


completed during the next four years. *® 
The difference between the present situa- 
tion and the conditions that prevailed ten 
years agoisextreme. Then there existed 
only small generators, isolated and de- 
pendent on fuel from abroad. Their 
capacities were limited and the price of 
the electric power excessive and varied. 
Only in the capital was there enough and 
suitable power for industries. By 1956 
almost the entire country was served by a 
grid of high tension lines. Theselines 
feed at present more than seven hundred 
towns and villages. About 150 of these 
urban centers had electricity before and 
almost none of the future six hundred 
towns and villages to be connected have 
an electric power installation now. The 
power is generated by large hydro- 
electric and thermoelectric plants utiliz- 
ing local lignite. The price cut in some 
towns reaches four-fifths of the orignal 
price. A corporation, the Greek Public 
Power Corporation (G.P.P.C.), organ- 
ized somewhat along the lines of Ten- 
nessee Valley Authority, has full re- 
sponsibility for developing the power 
potentialities of the country. 

The further development of power in 
Greece, along with some multi-purpose 
projects, will depend on governmental 
policies and mainly on the wisdom and 
competence of the leading personnel of 
the G.P.P.C. The total power capacity of 
Greece, based on the known deposits in 
fuel and water resources, is estimated by 
many authorities as considerably above 
two million kilowatts.* Only a mere be- 


8 The Acheloos River project is not included here. It has a 
total potential of 300,000 kilowatts. This project was under 
actual design in 1958 but its construction depends on the 
installation of a large aluminum plant in the vicinity which 
will utilize the power and the rich deposits of bauxite in 
the area. 

®There are numerous publications and articles on the 
subject. Perhaps the best reference in hydro-resources is, 
Industrial Potentialities and Electric Power Policy in Greece, 1945, 
Aetos A. E., by P. T. Koubelis. It is already in some 
respects obsolete but includes many of the potential hydro- 
resources of Greece. Meanwhile the engineering estima- 
tions increase constantly the total (hydro and thermo) 
potential. 
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ginning has been made. Meanwhile the 
benefits of these developments are multi- 
farious. The availability of power inal- 
most every corner of the country, the 
stability of power production and the 
low, uniform price of power brought 
results which began to be evident within 
a few years after the first part of the 
system was completed. Thus, the total 
industrial consumption of power (de- 
livered by the G.P.P.C.) increased from 
55.7 to 65.0 percent of the total produced 
power between 1955 and 1958.'!° The 
spatial distribution of power was im- 
proved also. In 1953 only 13.5 percent 
of the total power production was 
absorbed in provincial Greece. In 1956 
the percentage was 21.6.. In 1958, ac- 
cording to G.P.P.C reports, the provinces 
absorbed 14.0 percent more power than 
in 1957.1! 


10 For 1955, from Statistical Year Book of Greece, 1956, p.192. 
The data for 1958 from the announcement by the Chairman 
of Greek Public Power Company, made March 17, 1958, and 
reported in Technica Chronica, April 1958, 151-152, pp. 37, 38. 

11 Statistical Year Book of Greece, 1957, p. 227, and announce- 
ment by Greek Public Power Company, made March 20, 
1958, and appearing in Technica Chronica, April, 1958, 
151-152, p. 38. 


Components of Gross National Income 


The third recent significant and 
promising change in the Greek economy 
is found in the relationships and relative 
importance of several key components of 
the G.N.I. 

A quick glance at the percent contribu- 
tion of each branch of the economy to the 
G.N.I. will establish the fact that Greece 
is still an agricultural country. As 
late as 1956 one-third of the G.N.I. 
was contributed by a combination of 
agriculture, livestock, forestry, and fish- 
ing. Industry was the second item with 
only 19.0 percent contribution to the 
G.N.I. Trade, with only an 11.0 percent 
contribution, was the third component in 
importance. But a second glance at the 
pertinent data through a number of years 
establishes another equally important 
fact: the percentage contributions of 
agriculture to G.N.I. has dropped more 
than 10 percent between 1939 and 1956, 
and about two percent between 1949 
and 1956. This change occurred when 
the production of agriculture more than 
doubled in quantity (see Table II). The 


TABLE II—Se.ecrep AGRICULTURAL PRopucTs AND FisHING, GREECE: 1935-1958 








ANNUAL PRODUCTION IN METRIC Tons 





Cotton Tobacco | Potatoes Fishing 








YEAR 
Wheat 
1935-1938 Average...........-66- 768,000 
NGAR HS Mahe tv cd lo wlserene 800,000 
70 IRSA tal Pear Or re CORR rac te 839,000 
MOBO ose iencies dial em a coe seer 850,000 
1 os |) Se ene eerie are 930,000 
PI locas apsresesrormtece ore mera ees 1,050,000 
Ns iio. cos. cx osace crevaraaletere le: ecsuctaccraltrere 1,400,000 
ee Sete ioc dale uae ee Here 1,219,000 
Ms ISON Sa oabracsee ee 1,337,000 
RIN 9h Carecior cman heratecortonale’ otanthers 1,245,000 
I ep ES Rs Cah ote. rated vesera 1,730,000 
ARN aa enc maatice sen es 1,700,000 





44,000 61,000 148,000 30,000 
35,000 37,000 319,000 " 
48,000 46,000 394,000 ° 
79,000 58,000 347,000 55 ,000 
89,000 63,000 412,000 45 ,000 
77,000 42,000 453,000 43,000 
95,000 61,000 445,000 52,000 
128,000 67,000 442,000 60,000 
189,000 97,000 422,000 60,010 
154,000 82,000 456,000 59,106 
_ 7 7 70,651 
. . * 80,314 














Source: Statistical Yearbook of Greece, 1957. 


1From announcements to newspapers and technical magazines. Tahydromos, June 7, 1958, and Technica Chronica, 


157-158, July 1958, p. 22 and February 1959, p. 71. 
* Not available. 
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increase in wheat alone (most important 
agricultural product in Greece and prob- 
ably representative of the overall trends) 
between 1938 and 1958 is 220 percent. 
If fishing is taken as the measurement the 
increase again between 1938 and 1957 is 
approximately 236 percent.!? The per- 
centage changes noted above has come 
about only through greater relative in- 
creases in the contribution of the other 
components of the G.N.I. 


The first and perhaps the most im- 
portant change is found in manufactur- 
ing. Between 1939 and 1956 there was a 
gain in contribution by manufacturing of 
6.83 percent and between 1949 and 1956 
a gain of 1.25 percent. This has hap- 
pened during a period of general in- 
crease of almost all components of the 
G.N.I. Furthermore, the year 1956 was 
a year of stagnation for Greek industries. 
The index of industrial production (see 
Table III) rose only 2.5 points between 


TABLE I1J—Inpexes or Inpusrriat Propucrtion 1n GREECE 








1939 = base year = 100 

Year Index Year Index 
RODD. .cscccess 100 1953 141 
SPEC E 67 1954 172 
er 73 1955 183 
ee 88 1956 185.5 
res 110 1957 205 
| er 125 1958 234 
oo) Se 124 1959 sare 














Source: Statistical Year Book of Greece, 1957, p. 221; also 
Industrial Review, October 1958, p. 53 and Technica Chronica, 
February 1959, pp. 71-92. 


1955 and 1956 as against twenty points 
between 1956 and 1957 or thirty points be- 
tween 1957 and 1958. Manufacturing 
and industrial development in general 
advanced at a very rapid pace in 
Greece during the last decade. This 





18 Statistical Year Book of Greece, 1957, pp. 164, 191. The 
data for 1958 are not final; they have been taken from news- 
paper announcements in, Tahydromos, June 7, 1958, and 
comments in Technica Chronica, 157-185, July 1958, p. 22. 


was true also of mining, in which there 
was a more than 300 per cent increase 
between 1949 and 1956, and in utilities 
where there was an overall increase of 
one hundred percent between 1949 and 
1956. 


The last significant change in the 
components of the G.N.I. is the item 
of outside resources. That item repre- 
sents income primarily from emigrated 
Greeks’ remittances, remittances from 
sailors of the Greek merchant marine, 
income from tourists, and capital move- 
ment. The net gains from these sources 
between 1949 and 1956 are equal to 
approximately 400 percent, having the 
record increase among all components of 
the G.N.I. The statistics for 1957, 
although not yet final, and the data for 
1958, also not final (Summer 1959), 
present the same pictures. The trends 
continue in a similar direction, rather 
accelerated.'* 


Economic-Demographic Analysis 


The correlation of the population of 
Greece and its economy is also rather 
significant. According to data in the 
national census of 1951 the total eco- 
nomically active population of Greece is 
only 37.20 percent. The remaining 
62.80 percent of the population is eco- 
nomically non-productive due to age, 
sickness, social beliefs or lack of any sort 
of employment. Unfortunately, there 
are no data to establish trends with re- 
spect to the chronic unemployment or 
only semi-employment—which has domi- 
nated Greece for decades. The only fact 
which could be found is that about 26.67 
percent of the non-active population is 
within the age of 15-65 and constitutes in 
turn approximately 42 percent of the 
total population in the productive age of 
15-65. 


18See Technica Chronica, 161-166, November 1958, p. 45. 
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If a rapid analysis is attempted of that 
58 percent of the total potential produc- 
tive people of Greece (or in other terms 
of the 37.20 percent of the total popula- 
tion of Greece) according to their eco- 
nomic orientation, it will be found for 
instance that 48.10 percent of the total 
active population was occupied with 
agriculture and produced only 34.35 
percent of the G.N.I.; that 16.75 percent 
of the total active population was occu- 
pied in manufacturing, power and min- 
ing, and produced 20.40 percent of the 
G.N.I.; and finally, that 19.85 percent of 
the total active population was occupied 
in various institutional services and pro- 
duced only 15.65 percent of the G.N.I. 

The proportion of the population de- 
voted to agriculture and manufacturing 
is particularly significant. From the 
data given it is evident that Greece has 
not yet reached the stage of development 
which, according to Colin Clark and 
A. G. B. Fisher, could be described as the 
second stage of development.'* The 

14 Colin Clark, The Conditions of Economic Progress (London, 
England: MacMillan and Co., Ltd., 1951), pp. 395-396. 
See especially Chapters V and IX. Also A. G. B. Fisher, 


“The Economic Implications of Material Progress,” Inter- 
national Labor Review, July 1935, pp. 5-18. 


economy depended heavily on activities 
classified as primary (agriculture, mining, 
fishing, hunting, livestock, etc.). There 
are strong trends in the country for de- 
veloping “secondary” and “tertiary” 
industries but as yet their size is rather 
small. Only manufacturing is rapidly de- 
veloping and, if the trends continue as 
at present, the country will have a con- 
siderable amount of “‘secondary”’ indus- 
tries in the coming decade. 


Generally, in spite of the progress ex- 
perienced in agriculture and industries 
recently, the picture of Greece, as pre- 
sented by the data of the 1951 census, is 
yet overshadowed. The cultivatable land 
in 1950 was only 19.2 percent of the 
total land of Greece. That land ought 
to support 49.8 percent of the total popu- 
lation of the country and keep 48.10 
percent of the total active population 
busy. The tragedy indicated by these 
figures is evident when it is estimated 
that there are less than nine acres per 
rural family, with an average of 4.7 
persons per family. The extent of the 
overpopulation in agriculture in Greece 
is easily shown through a comparison 


TABLE IV—Economicatiy Active Poputation Greece, Unrrep States, Betcrum: 1950 and 1951 











Greece 
Items United 

Absolute States Belgium 

Number Percent Percent Percent 
RRM NR win 2-5 ose re rans er Rh ear e ie Sahih wears 2,839,481 100.0 100.0 100.0 
Agriculture, Forestry, Fishing.................. 1,367,271 48.1 12.2 12.1 
inden kientnnaens Kcekehaenekeneg one 13,623 0.5 1.6 5.5 
rn 450,424 16.0 26.8 37.7 
GI TIRGENIB IMI 5 osc. cccvs sce .0recscelcracg tiers. cereeresmats 74,959 2.6 6.2 5.6 
CREAMER 8a ocelot casein ieewecceel Pa tavels ° 11,212 0.4 1.8 . 
Banking and Commerce...............+.20500- 219,903 7.7 18.5 13.4 
Transportation and Communication............ 138,025 4.8 7.0 7.0 
Sea os ccs or Pasar rehar ewe eT Gade VA Siio holed ewe 387,622 13.7 23.7 9.9 
1" a RR NET ene ir erde nen neyo WAN. 176,442 6.2 2.7 8.8 

















Source: Statistical Year Book of Greece, 1957, pp. 364, 365, International Tables. 


* Not Available. 
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with the United States. Each agricul- 
tural worker in Greece cultivates only 
one-thirtieth as much land as does each 
farmer even in the agriculturally densely 
populated state of Georgia in the United 
States.15 


The situation remains almost static 
despite demographical processes working 
to relieve the problem. Indeed, the size 
of families is becoming constantly smaller. 
In 1920 the average household in the 
country was 4.29 persons; by 1940 it was 
4.25 and by 1951, 4.11 persons.'* The 
rural families are, of course, larger but 
although no data is now available to 
establish trends, the difference shown in 
the 1951 census (4.7 persons per rural 
household) is indicative. Nevertheless, 
the demographic improvements are 
counter-balanced by the effect of the in- 
troduction and wide use of every agri- 
cultural tool and machinery known in the 
western world. Very impressive is the 
data for the tractors. From 1361 trac- 
tors in 1939 and only 3,230 in 1945, the 
number increased to more than 13,757 
tractors in 1956.17 That brought the 
average area per tractor to approximately 
450 acres, or 60 days of work, even if no 
other device were used for land cultiva- 
tion. Thus, although the new and 
abundant agricultural machinery helped 
in many ways to increase yields and 
arable land, it helped also to intensify 
further the chronic rural unemployment. 


The average annual income per capita 
in Greece for 1954 was $187.00. In the 
rural areas that figure was not higher 
that $50.00.1§ From 1954 to 1956 the 
above per capita income figures increased 
approximately 16 percent. A similar in- 
crease between 1956 and 1958 is antici- 

18 See, Statistical Year Book of Greece, 1957, pp. 362-365, 
International Tables; also, United States Agricultural Census, 
1946, vol. on “Georgia.” 

18 W. McNeill, op. cit., p. 210. 

17 Statistical Year Book of Greece, 1957, p. 183. 


18 Statistical Year Book of Greece, 1957, p. 389, International 
Tables. 


pated as a result of the general trends of 
the country’s economy. Indeed, in 1958 
the average income per capita for the en- 
tire country is estimated as somewhere in 
the vicinity of $280.00 and $290.00, as- 
suming a gross national income in the 
vicinity of 69,000 and 70,000 million 
drachmas in constant prices of 1954. But 
it is true that statistics in Greece were 
never very accurate, least of all for income 
per capita, its components and distribu- 
tion.1® The distribution of income is 
widely varied between the different 
groups of people. Indicative of the situa- 
tion is the estimation presented by a 
leading economist of the country (see 
Table V) which presents the bewildering 
differentiation in income for 1947. Since 


TABLE V—Distrisution or INcowe PER FAMILY 








Greece: 1947 
Number of Percent of Total Maximum Annual 
Families Number of Families Income 

14053....0:6 60% 0.05 $6,400.00 
Ve, ae: 0.25 2,400.00 
yi) | ee 0.40 1,350.00 
BB 5287. csicceu 1.90 780.00 
yi, 4.10 470.00 
287 ,805........ 16.40 240.00 
675 5157... 000-0:0 38.40 160.00 
675 ,633......4. 38.50 70.00 











Source: E. Evelpides, in New Encyclopedia, Ilios, Athens, 
Greece, 1951, p. 1444. 


that time little has been done to improve 
the situation. A more or less similar 
pattern of distribution continues today. 

Concluding, it is safe to write that the 
Greek economy has made great strides 
forward during the last decade. The 
momentum of constant development is in- 
creasing. The country is entering at last 
the industrial age which had. been 
reached by the western countries over a 
century ago. But the Greek economy is 


19 The National Statistical Service was established in 1954, 
Previously a small statistical department in the Ministry of 
Coordination had been covering a part of the needs. 
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still a weak plant with weaker roots. 
There will be need of constant and rapid 
development during the next two decades 
if the nation is going to acquire a place 
of its own in the family of modern nations. 
Developments in agriculture, including 
increase in productivity, in cultivatable 
land, and decrease of number of rural- 
farm people are imminent. Industrial 
development, including more power, 
more manufacturing and more chemicals 
and metallurgy, is vital for Greece if the 
country is to provide employment for her 
people. Increased and continuous high 
rate of capital formation in water re- 
sources, in manufacturing, in agriculture, 
mining, fishing and tourism is imperative 
and an absolute necessity for any realiza- 
tion of present hopes. To supplement all 
the above, the institutional development 
and modernization must proceed with an 
equally rapid rate of growth. 

The observer cannot fail but note that 
the country seems to be moving in the 
right direction, at present at least. There 
are large irrigation works and power 


projects in Thessaly and Macedonia. 
There are large industrial concerns re- 
cently inaugurated, such as the nickel 
industry in Larymna, the refinery in 
Attica, the shipyard outside of Athens; 
there are other large basic industries 
ready to start actual construction, such as 
the nitrogen fertilizer plant in Ptolemais, 
Macedonia. ‘There are proposals for a 
steel mill for 300,000 tons of pig iron and 
plans are almost ready for aluminum 
production as soon as sufficient capital 
can be secured. 

Foreign capital investments increased 
eight times between 1951 and 1958, 
sailors’ and emigrants’ remittances more 
than tripled in the same time period and 
the tourist income increased nine times 
over that in 1951. By 1958 the 
‘invisible income” is expected to reach 
$340 million. If a major disturbance 
(like war or revolution or other major 
disaster) does not appear for a decade or 
so, the Greek can certainly look forward 
to a better life for himself and his 
children. 





Reports and Comments 





Farm Plot Consolidation in Spain 


GPANISH agriculture is old and reflects 
conditions and policies long since past. 
While no detailed description is available, 
some of its characteristics in terms of age are 
clearly evident even to the casual observer. 
The influence of the Medieval two- and three- 
field system, for instance, can be seen by 
anyone who flies to Madrid from the north. 
Every village seems to exemplify the ancient 
distribution of crops. Even more pro- 
nounced in some areas is the clear demarca- 
tion of very small, narrow plots on which 
farming operations are based. The average 
farmer in Spain lives in a small village and, 
especially in central and northwestern Spain, 
has his land scattered in many plots in various 
directions. According to data from the in- 
complete Spanish 1945 Cadastre (census) 
there were, in that year, 74,130,000 acres of 
farm land divided in 19,000,000 plots, an 
average of 3.9 acres per plot. Six plots were 
owned by the average owner. 

In some provinces the situation was ex- 
treme. One man owned 49.42 acres, dis- 
tributed over 256 plots with an average 
acreage per plot of 0.193. Another man 
owned 44.48 acres, distributed over 202 
plots with an average of 0.22 acres per plot. 
In the province of Burgos, one farmer had 95 
plots of 0.96 acres each, for a total of 91.43 
acres. The most extreme general situation 
existed in Galicia. 

Authenticated reports have been made of 
plots so small that a man cannot turn his 
oxcart around without entering onto his 
neighbor’s land! One single village has 
four “farms” of less than four by six feet. An 
olive tree is owned by seven families. And a 
farm is so small that the rent is four kernels 
of corn every year. These examples are 
extreme but they are not exceptional, and 
they illustrate the situation. 


Time and money is lost in going from one 
plot to the other. As an example of these 
costs, it is of interest to mention a study 
carried out by M. Dumont, a French agri- 


cultural engineer, in the vicinity of Sante 
Marie-sur-Fessard. Some plots with vines 
were one and one-half miles from the village. 
To attend to these plots required ten trips a 
year. The total distance of thirty miles re- 
quired ten hours, while the effective work 
needed on the vines was only fifteen hours. 
An estimate of the time lost in similar situa- 
tions in Spain at average earnings gives us a 
cost of Pts. 4,000 million ($100 million). 

Operations on each of these small] plots 
cannot be as efficient as on Jarger plots. The 
small plots make virtually impossible the use 
of much of our modern machinery. The 
prevalence of manual labor methods in 
Spanish agriculture can be laid in good part 
to this situation. It is impossible to maintain 
adequate soil conservation measures, such as 
contour farming, strip cropping, etc., in such 
small plots. This is made worse by the fact 
that in most sloping terrains the division of 
the land is always done in the direction of the 
slope. The land is better at the bottom of 
the hill; and every heir wants some of it. 

The amount of land wasted in boundaries 
increases considerably in divided plots. The 
percentage loss in a plot of 62 acres is esti- 
mated at 0.32. For 25 plots of 2.5 acres 
each, the waste is 1.61 percent. For 250 
plots of 0.25 acres each, it is 5.09 percent. 
Disputes and lawsuits are much more preva- 
lent in areas of extensive parceling. It is said 
that the number of lawsuits between neigh- 
bors is in direct proportion to the length of 
the boundaries. 


The basic cause of this extreme parceling is 
that the sons of a family stay on the land 
and each one wants his share of land. To 
give each his fair share of each type of soil, 
each plot may be divided. The result, over a 
period of many centuries, clearly becomes 
serious. The importance of this inheritance 
factor can perhaps be best illustrated by the 
situation in the provinces such as Aragon and 
Catalonia, where the Jaw had been that of 
the mayorazgo (inheritance of land by the 
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eldest son) and where the problem of excessive 
parceling has not appeared in serious propor- 
tions. Basic to this extreme parceling, of 
course, is the fact that there has been a rela- 
tively slow industrialization process in Spain. 
Nor has there been any extensive movement 
in recent years to the new countries of the 
world. In consequence, where there are 
several sons in a family, they frequently, by 
necessity, have had to depend on their 
father’s occupation and holdings for a living. 

The importance of the problem has been 
stressed for many years. Fermin Caballero, 
a Spanish economist of the nineteenth century, 
comments as follows: ‘You may introduce in 
our agriculture all the methods of good 
machinery and cultivation developed by 
experimental science. You may institute 
rural credit laws and create rural banks. You 
may teach and train as far as possible the 
rural population. To all these considera- 
tions you may add a succession of excellent 
crops. I assure you, however, that nothing 
permanent and firm has been done in favor 
of the rural population, as long as the land 
continues to be excessively fragmented.” 

While these difficulties have been well- 
known, most governments in the past have 
done nothing about the matter. If they 
attempted to do anything about land, it was 
always an attempt to parcel out the large 
estates of the South. A program which is 

romoted by the present government, the 

ational Colonization Institute, has estab- 
lished around 40,000 small farmers on 
these large estates. Since 1950, however, 
the present government has also attempted to 
do something about the excessive fragmenta- 
tion problem. Naturally, it has had to 
proceed slowly and carefully. The first step 
was to create a Land Consolidation service 
(December 20, 1952). To date it has started 
projects on a total of 2,860,000 acres and has 
finished work on 379,550 acres. The Inter- 
national Cooperation Administration first 
appropriated 25 million Pts., then 39 million 
additional, and lately another 50 million. 
The program is now being carried on at a 
rate of 120,000 acres a year. 

The cost of the program, without reference 
to complementary work, is put at $11 per 
acre. However, much improvment is under- 
taken, partly as necessary steps for consolida- 
tion and partly as inducement. These 
complementary works include small roads, 
irrigation ditches, small bridges, etc., and. 


have an approximate cost of $70 per acre. 

The accompanying maps illustrate very 
well the problem and the program of correc- 
tion. They show the situation in the lands of 
the zone of Cantalapiedra in Salamanca 
Province before and after the consolidation. 
It is the first zone where land consolida- 
tion was completed. Beforehand there were 
5,581 parcels of 2.8 acres each, divided among 
330 proprietors. The average ownership in- 
cluded 16.9 parcels. After the consolidation 
the 330 proprietors gathered their land into 
a total of 474 parcels, or 1.4 parcels per owner. 
Beforehand there had been a total of 2,625 
enclaves, parcels completely separated from 
other parcels of an owner by intervening 
properties. Afterward there were only 13 
such enclaves. 

The accompanying maps show the situa- 
tion as to parcels before and after. In addi- 
tion, the situation as to two owners is shown 
in detail. (The originals from which these 
maps were taken were in color, and in black 
and white it is not practical to differentiate 
between the green and red used for each of 
these owners). The three non-contiguous 
properties to the right of the village shown in 
Figure 2 and totaling 804 acres were made up 
out of 332 parcels. The property shown on 
the left of the village and totaling 371 acres 
originally was made up of 124 parcels. The 
possible improvement in farming methods 
and productivity is patent. The senior 
author visited this area and found the 
proprietors were very happy with the change. 

The procedure by which consolidation is 
brought about is necessarily involved and 
slow. The steps may be outlined as follows: 


(1) A petition for consolidation is presented 
representing at least sixty percent of the 
owners and sixty percent of the land. 

(2) A preliminary report is published. 

(3) The proposal is approved by the Land 
Consolidation Service. 

(4) Owners study the proposal. 

(5) Property not to be included in the 
consolidation is determined. 

(6) Land is classified and evaluated. 

(7) Interested parties present their views. 

(8) Forma] agreement presented by the 
Local Commission of the Land Consoli- 
dation Service. 

(9) Appeals presented to the Local Com- 
mission. 

(10) Decision made by Local Commission as 


to these appeals. 
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(11) Appeals made to the highest authority 
(Ministry of Agriculture). 

(12) Final decision of the Ministry of Agri- 
culture. 

The most difficult phase of the program is 
education of the people in each community. 
Moreover, it is continuous. The Land 
Consolidation Service presents its arguments 
by every means. It must arouse interest, 
explain, and justify. | Each step must be 
understood by everyone. The individual 
owners referred to above are fairly large 
owners and so are more apt to have the back- 
ground to understand and have the financial 
means to undertake change. This type of 
situation must be sought out. By means of 
brochures, articles, talks, visits, movies, etc., 
support is drawn to the program. It is inter- 
esting to note some of the arguments used. 
A general who divided his troops into small 
bodies could not defeat a concentrated enemy 
troop. A library with its books scattered far 
and wide would not be helpful. 

To the farm management man the potential 
of these changes in terms of greater produc- 
tivity and lower cost are obvious. Other 
aspects, however, are less clear but should be 
at least mentioned. It is obvious that the 
consolidation of holdings will encourage the 
use of mechanical power and equipment. It 
will also reduce the need for manual labor. 
Is the economic development in Spain or in 
this particular area such as to offer alternative 
employment? One can visualize some use of 
such labor in the continuing consolidation 
program but eventually new occupational 
employment must be opened. 

Another important management oppor- 
tunity with consolidation lies in the use of 
new crop programs and practices. Such 
changes lie not only in the size of plot but 
also in the independence offered each pro- 


prietor. In the past the intermixture of 
parcels was such as most surely to prevent 
change or experiment because of custom and 
the impracticalness of one man changing 
without others doing the same. Will the 
agriculturalists involved rise to this new 
opportunity? 

Will fractionalization be resumed? Might 
the law of the mayorazgo be extended? Are 
there other legal means to prevent excessive 
division? The large estates of the South indi- 
cate that the problem is not simply one of 
preventing division. It would seem that 
some thoroughgoing studies and imaginative 
thinking along this line would be desirable. 
Might the old tendency toward fractionaliza- 
tion be counterbalanced by the onrush of 
modern mechanization and the lure of the 
cities, as apparently is the case in much of 
the United States? 


Can the program proceed until the prob- 
lem, as a large-scale, national one, is solved? 
Continuous success in each successive con- 
solidation venture will do much to assure 
continuation but, even so, will the national 
will and the support of the land owners con- 
tinue to be forthcoming? In the specific 
ownership cases cited, the owners had con- 
siderable property which might alone have 
done much to make success possible. Where 
many, very small owners dominate a com- 
munity, might they be too lethargic to 
support such a change? For the time being, 
however, real progress appears to be under- 
way. The ultimate end may be watched for 
with great interest. 

JAVIER DE SALAS 
Madrid, Spain 

Roy J. Smirn 
University of California, 
Los Angeles. 


Assessment Automationt 


Editor’s Note. Among those who reviewed this 
short paper one expert in the taxation field com- 
mented that he was skeptical that value can ever be 
divorced so much from human judgment but agreed 
that mechanical aids can be of real help. The 
method proposed here is a novel one and it is hoped 
the publication of this paper will stimulate further 
discussion of current experiments in this field. 

¢ The author is indebted to Dr. A. M. Mood for his 
courtesy in permitting him to examine his personal papers 
on the subject. 


IN the large cities of our country, the 

assessor corps are far too small to ade- 
quately handle the large number of parcels 
which they must appraise. This state of 
affairs can be alleviated through automation. 
By use of mathematical modelling and large- 
scale electronic computing equipment, asses- 
sors can be freed from much of the drudge 
work which they are now forced todo and can 
thus turn their attention to the more complex 
aspects of their work. The community will 
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then receive the benefit of a much more 
efficient assessment system yet have the same 
size assessor corps; the only additional expen- 
diture being the cost of the mathematical 
model and the data processing equipment. 
In other words, assessment automation would 
pay for itself. 

Among the factors considered in arriving 
at an estimate of property worth for taxation 
are type of property, market prices of similar 
properties in the same area, specific location 
of the property, age of the property, improve- 
ments on the property, quality of construc- 
tion, etc. The influence of each of these 
factors in arriving at a tax valuation is a 
matter decided upon by the individual asses- 
sor. However, there must be some consis- 
tency among assessors regarding the relative 
influences of these factors. For if this were 
not the case we would have anarchy in the 
assessor’s office. 

Two identical houses in the same condition 
in the middle of the same block should to all 
intents and purposes have the same assessed 
value. This points to the basic fact regard- 
ing real estate values in the same general 
area: namely, that they are highly correlated 
(i.e., related). Thus, if we account for the 
difference in construction, difference in 
specific location regarding corners, thorough- 
fares, and neighboring structures, differencein 
improvements, difference in size, etc., then 
real estate values in the same general area 
must be the same. This makes the problem 
amenable to analytic methods, for it is now 
clear that there must be prepared (1) alisting 
of all the variables or factors which affect real 
estate value; and (2) construction of a 
scheme which gives the proper weights to the 
factors in any given situation and arrives at 
“fair” property value. 

We agree that there are a large number of 
factors to be considered, that various “quirks” 
are produced by certain combinations of 
factors, that each parcel has its own individual 
characteristics, etc. However, modern elec- 
tronic computers permit us to utilize a mathe- 
matical model of a high order of complexity 
which is capable of dealing with a myriad 
number of “peculiarities,” handle large 
volumes of data for comparisons and checks, 
and still manage to come up with answers 
quickly. 

The variables influencing real estate values 
are known and any competent “‘real estate” 
analyst could. make a comprehensive list 


within a short period of time. What remains 
somewhat of a mystery are the relative 
weights attached to these variables in a given 
situation by the assessors. However, there is 
a record of the assessments that have been 
made in the past and this is a gold mine of 
information. For by the use of compensation 
factors, statistical curve-fitting procedures, 
etc,. we will be able to arrive at the relative 
weights from the past data. In other words, 
by first constructing a mathematical model 
of the situation (specifying the variables to 
be considered and their relationships to each 
other), and then finding numerical values for 
them, the results arrived at by the assessors in 
the past can be matched as closely as desired. 
This means discovery of the relative weights. 
If the latter seem appropriate (to the assessors 
and public officials), then they can be con- 
tinued. If not, then they can be changed to 
more suitable values. In this manner, a 
mathematical] representation of the assessing 
process can be constructed. 

The general approach outlined above is 
not new or unique. It has been successfully 
applied in many privateenterprise and govern- 
ment situations which had formerly been 
considered non-quantitative. For example, 
twenty years ago inventory control was a 
manual “seat-of-the-trousers” operation in 
most large firms. Today there are only a 
handful of large scale enterprises which do 
not utilize a mathematical-model-electronic 
computer approach to inventory control. 
Quantitative methods could do equally well 
in the field of real estate. 

The data needed for the mathematical 
model would be obtained by questionnaire 
and from public records, then the data and 
the model would be fed into large-scale 
electronic computing equipment and, as 
output of the procedure, we would receive 
quick, fair and thorough assessments. 

Basically the value of every piece of prop- 
erty would be adjusted—corresponding to 
changes in factors which influence property 
value. Among such factors would belast sale 
price, date of last sale, location, type of con- 
struction, type of property, size of property, 
age of property, price differentials of proper- 
ties sold during the past year in the same 
area, etc. Another concept that would be 
incorporated into such a general scheme is 
that of “reference value points.” Various 
specific locations in the city can be carefully 
evaluated and, based upon a parcel’s loca- 
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tion relative to these “reference points,” a 
base value for it can be arrived at (i.e., value 
of the location). This figure then must be 
adjusted to take cognizance of the parcel’s 
special characteristics. 


Once the system is set up, the ideas de- 
scribed above could be handled without 
human intervention by automatic data 
processing equipment. In its memory the 
equipment would store past assessments, new 
data from the questionnaires, adjustment 
formulas, data on real estate transactions, 
building permits, public improvements, etc. 
Then by means of the master program (i.e., 
model) the machine would grind out assess- 
ments and tax statements each year. The 
assessors, who will have been relieved of 
much of the “dog-work” that they were 
formerly required to do, will be able to spend 
their time checking special cases, sharpening 
the model, and seeing that the system 
functions smoothly. 


To summarize, assessment automation offers 
the following advantages: (a) objectivity of 
approach, (b) accuracy of operation, (c) 
economy of operation, (d) documentation of 
assessment changes, (e) substantiation of 
assessment changes, and (f) gradual apprecia- 
tion of property values. A computer must be 
unbiased, thereby insuring objectivity. The 


machine is less liable to error than humans, 
thus making for accuracy. All assessment 
changes can be explained in terms of changes 
in one or other of the factors affecting prop- 
erty values, and thus changes are fully docu- 
mented and substantiated. With the use of 
high-speed computing equipment, complete 
assessments can be made yearly. Therefore, 
appreciation or depreciation of property can 
be immediately reflected in the tax bill. This 
would make certain that the effects of a pro- 
longed gain or loss in real estate value would 
be felt gradually. Recently, in several 
western cities taxpayers received a jolt as 
assessments suddenly took note of the sharp 
rise in land values over the last ten years. 

“Fairness” in assessment implies various 
kinds of allowances for special considerations, 
and therefore requires quite elaborate and 
involved formulations. The large-scale 
modern electronic computer allows us to 
utilize highly complex mathematical models 
which will consider all significant factors. It 
is thus possible to provide the community 
with a quick, thorough, fair, economical, and 
efficient tax assessment program. 


Raout J. FREEMAN 
Project Director, 
General Analysis Corporation, 
Los Angeles, California 


An Italian Farm and Family: 1934 and 1955 


FOR a thousand years the Mira farm, lo- 

cated in the foothills of the Alps, north of 
Padua on the Piave River, has been in the 
same family. At the time of the 1934 survey! 
it was part of a large property belonging to the 
family of the Counts of Collalto. The prop- 
erty had been in this family since 958 A.D. 
At the time of the author’s visit in 1955, how- 
ever, it had been sold. The Director-General 
told us that the owners had been afraid of re- 
form and this had led them to make the sale 
back in 1939. 


Since the Collalto holding is of more than 
passing interest a brief description of it is in 
order. Most of the 2,700 hectares (one hec- 
tare being approximately 2.47 acres) are op- 
erated by 190 mazzadri, or share tenants. 
The principal products are wine, cheese and 


1 See, “‘Coloni Mezzadri della Marca Trevigiana,” Mone 
ografie di famiglie agricole Number X (Rome, Italy: 
Istituto Nazionale di Economia Agraria, 1935) pp. 93-152. 


silk. About half of the area is hilly and the 
other half rather level plains. In the plains 
area 1,150 hectares are irrigable. The ten- 
ants average 10 hectares in the hills and 14 in 
the plains area. The vineyards require much 
hand labor and are largely in the hills while 
the general farming is in the plains area. The 
crops grown include maize, sorghum, tobac- 
co, potatoes, wheat, oats, barley and alfalfa. 
There is a large winery on the property which 
produces around 30,000 quintals of wine per 
year. Excess milk beyond that needed by the 
families goes to the cheese factory while the 
tobacco raised by the tenants is cured in the 
tobacco plant. Silk production has gone 
down considerably over the years and the tex- 
tile mill has little to do. 


In addition to the 190 families of the maz- 
zadri, there are 270 permanent employees, 
technicians, administrators and salaried work- 
ers, as well as 300 casual and seasonal workers. 
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This large holding was in the front lines of 
the Austrian-Italian hting in World 
War I and scarcely any of the more than 200 
edifices remained standing when the war was 
over. In the administrative office one wall is 
covered with snapshots of several hundred 
houses destroyed in the war, while on the op- 
posite wall are photographs of the rebuilt 
houses. There is also in this room a bust of 
the Count who did the rebuilding but who 
is no longer living. 


Size and Land Use 


Mira farm had not changed in size in the 
21 years since the first study, in 1934. It con- 
tains now as then, slightly over 23 hectares. 
About 214 hectares, however, are in the Piave 
river bottom and unusable, while another 1.7 
hectares are taken up with the farm house and 
yard, and other waste land. The productive 
surface is therefore only slightly over 19 hec- 
tares (47 acres). About the same crops are 
grown on the place but there have been 
changes in the proportions of the farm de- 
voted to each. The cultivated crops are 
wheat, corn, alfalfa and clover, and potatoes 
and vegetables. The acreage of wheat has 
been increased by half a hectare, while that 
devoted to hay increased from 5 hectares in 
1933 to 6 in 1955. The corn area remained 
practically the same but there was a slight in- 
crease in that of potatoes and vegetables. 

The increase in these crops represents a re- 
duction in the area devoted to vines and mul- 
berry trees, particularly the latter. It is still 
common practice in north Italy to plant rows 
of trees and have vines planted between the 
trees in the same row; that is, the trees pro- 
vide support for the vines and at the same 
time are productive in themselves. Produc- 
tivity of mulberry trees used in this manner 
was very great indeed when silkworm culture 
was at its most profitable height. But since 
1933 the silk industry has fallen remarkably 
and is presently but of minor importance. 
The family reports that 600 kilograms of co- 
coons were produced in 1936 but only 300 in 
1955. Also the price now is much lower, 
which no doubt accounts for the lower pro- 
duction. In the earlier period the Fascist 
government was attempting to revive the in- 
dustry by a guaranteed price policy. 


Landlord and Tenant 


The mezzadro system likewise has changed. 


but little in the two decades. The relation 


between landlord and tenant is established by 
law. The agricultural year begins November 
11 and ends November 10 the following year. 
Until 1948 the tenant (mezzadro) and land- 
Jord shared 50-50 in the production of the 
farm. After 1948 the tenant received 53 per- 
cent. The tenant furnishes his own minor 
implements, such as shovels, hoes, etc. The 
landlord furnishes the larger implements, 
such as plows and harrows, but the tenant 
looks after their maintenance and repair. No 
mention was made of a tractor in the 1933 
report but in 1955 there was a tractor on the 
farm. This belonged to the landlord. For 
the tractor the tenant paid a cash rent to the 
landlord of 4,000 lire per hectare which was 
considered to be one-half the cost of plowing 
one hectare. The plow and other attach- 
ments for the tractor were included in this 
cost. This rental seems very high in terms 
of U.S. costs. 

In the mezzadro system there are many vari- 
ations with reference to livestock. The stand- 
ard arrangement is for the landlord to furn- 
ish the livestock and to share equally with the 
tenant in what they refer to as the “product of 
the stall.” That is, the income from the sale 
of milk or milk products, the sale of veal, etc. 
is shared equally. Unfortunately the orig- 
inal monograph does not indicate the number 
of livestock of various kinds in 1934 but did 
report that 11.42 percent of sales from the 
farm was from this source. It is also typical 
of contracts that certain prerequisites are 
provided the tenant. He may raise two or 
three hogs for family use, as well as poultry 
and rabbits. He is also entitled to a piece of 
land for a family garden. 

Expenses are shared equally. Tree prod- 
ucts beyond that used by the family are 
shared. The landlord, however, pays the 
total cost of stakes and wire for the vineyard 
for the planting of new trees and vines. The 
tenant furnishes the labor. 

The livestock on the farm as of 1955 were 
as follows: cows 6, calves 12, oxen 2, horses 2, 
colts 2, hogs 3, poultry 100. 


The Family Then and Now 


In January 1934 the family consisted of 29 
persons, grouped in four “stems” (ceppi) as 
follows: 

Name Age 


Giowatink, HeaG is « «4, 00de coh bbe wajemad oes 70 
Teresa, Wife....... nbs Su ok descemieseen eens 65 
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Giuseppe, son 
Dionisio, son 


Angela, daughter 
Natalina, daughter 


(2) Stem 
Giovanna, wife of Giuseppe 
Teresa, daughter 
Ferriccir, son 
Elsa, daughter 
Emilia, daughter 


Maria, wife of Dionisio 


Regina, daughter 
Mira, daughter 


Zita, daughter 


Vilma, daughter 


All 29 of them lived under the same roof in 
a large 3-storey house, and ate their meals at 
the same table. All the children of Giovanni, 
head of the house, were born on this farm, 
which means that all the children of the three 
married sons were also born on this farm. 
Their wives were daughters of farmers in the 
same area. Two other sons are married but 
do not live on the farm. 

This “extended” family pattern is common 
throughout northern Italy. Le Play calls it 
the “stem” family. Patriarchal in organiza- 
tion, in that authority resides in the oldest 
male, even the married sons living away from 
the paternal home depend on the father for 
advice and making important decisions. 

The wife of the head supervised the house- 
hold work in which the daughters-in-law par- 
ticipated. The women looked after the poul- 
try and hogs. Giuseppe had primary respons- 
ibility for the other livestock. 

The household in June 1955, consisted of 
20 persons grouped in 3 “stems.” Mosé, the 


third son listed in 1934, is now head of the 
family. The composition is as follows: 


Maria, his wife 
Silvio, son 


Vilma, daughter 
Elvinia, daughter 


Virginia, daughter 
Elia, daughter 
Elena, daughter 


Luigia, wife of Silvio 
Luciano, son 


Lauretta, daughter 


(3) Stem 


Carmela, wife of Tarcisio 
Romeo, son 


Angela, sister of Mosé 


Five children were born to Mose and Maria 
after the 1934 study was made. Angela, 32 
years of age in 1934, never married and so 
remains a part of the Mira household. 


Patterns Then and Now 


Foods typical of this area in 1934 were corn 
meal, cheese, milk for children, salame, vege- 
table soup, beans, eggs and, of course, bread 
and olive oil. Corn meal (polenta) was re- 
ported for every meal. On Sundays and holi- 
days there would be meat, either chicken, 
rabbit, or beef. 


In 1955, the Mira farm family gave the fol- 
lowing as their usual diet: breakfast: milk, 
bread, corn meal, coffee, salame, cheese. For 
lunch: cheese, vegetables (beans, potatoes), 
eggs, meat (3 times a week), wine, fruit 
(apples). For dinner: beans, vegetables, 
salame, grapes or cheese, corn meal, bread. 


Diet hasnot changed much over this period 
of time. The most important change seems 
to be the decline in the relative importance of 
corn meal. While it is still important today, 
it could hardly be said of present conditions 
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that, “the dietary regime is prevalently 
founded on corn meal,”as was said in 1934.? 

iMost of the food is grown on the farm now 
as formerly. Rice, coffee, sugar, salt, and 
olive oil have to be purchased at the store but 
the basic foods are home-grown. 

The 1934 report continually refers to the 
Mira family as a community. This is an apt 
characterization from at least two points of 
view. First of all, the family is large enough 
to constitute at least a small neighborhood. 
Secondly, the members live communally; that 
is, they live under the same roof, eat at the 
same table, and share the labor and the re- 
turns of the farm and home. This is as true 
inji955 as in 1934. Twice yearly the respec- 
tive family (stem) quarters are redecorated 
(whitewashed) and three times yearly the 
kitchen-dining room is refurnished. 

The educational level is the same in 1955 
as in 1934. All of the adults have had elemen- 
tary schooling, and all children of school age 
attend. Elementary school consists of 5 
grades, and is located one kilometer from this 
farm. A secondary school is available at a 
distance of 4 kilometers. None of the mem- 
bers, up to 1955, had attended it. 

The families are Roman Catholic in relig- 
ious affiliation and attend church regularly. 
Recreational life has changed somewhat. In 
the earlier years—during the Libyan War— 
the family had no radio, and could listen 
to it only on Sunday at the center. In 1934 
it was reported that none of the members 
went to the cinema because they were too far 
away from it: in 1955 the young people were 
going every Sunday. The family head in 
1934 had been on the farm for 53 years but 
five generations had occupied farms of Col- 
lalto. The present family represents the sixth. 

The story of this family emphasizes the 
rigidity of farm family life in Italy. The 
farms remain the same from one generation 
to the next. Once the land is suo-divided, 
there seems to be no likelihood of changing 
the size of a farm by consolidating it with an 
adjoining piece. The land use pattern 
changes little, not only because certain crops 
and livestock combinations have been found 





2 Op. cit. p. 42. 
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suited to soil, climate, and market, but also 
because the persistence of a high man-land 
ratio. The pattern of intensive cultivation 
must be maintained. Thus, on this 50-acre 
farm with 25 head of livestock, there are the 
father and five grown sons; his wife and the 
wives of the two married sons, and four grown 
daughters. Such a labor force would be ade- 
quate for a 400-acre farm in a mixed farm- 
ing area in the United States. Yet, the Mira 
family appears to be making a living and as 
far as an outsider could judge, sharing in a 
generous “psychic” income in the enjoyment 
of each other and of their neighbors. In 
short, it is impossible to apply criteria of ec- 
onomic well-being, as used in the United 
States, to the situation of north Italy. 


This inflexibility and apparent changeless- 
ness in rural Italy may not persist. The grad- 
ual introduction of tractor power—seen on 
the Mira farm, for example—must result in 
disturbing the equilibrium of the old order. 
It replaces human labor because it displaces 
oxen. It creates cash expense paid for its 
rental and for gas and oil to operate it. It 
creates ever expanding wants for other ma- 
chines and attachments. Above all, it re- 
quires more land for its economical operation. 
Any increase in farm size would mean re- 
placement of existing farmsteads and farm 
families. While it may be economically 
desirable, it certainly is at present politically 
impractical. The industrialization of non- 
agricultural Italy will need to advance much 
further than it has done to absorb the huge 
surplus of rural population which would be 
released by any general mechanization of 
agriculture. As one Italian economist put it 
bluntly to this writer, “we would need to kill 
off a lot of people before mechanization of ag- 
riculture would be possible.” The magni- 
tude of the surplus may be indicated by the 
fact that Italy with more than 48 million 
people is about the size of the combined areas 
of the states of Georgia and Florida, which 
have less than 8 million population. 


Lowry NELSON 


Emeritus Professor of Sociology, 
University of Minnesota 












Population Densities and Real Property Values 
in a Metropolitan Area 


‘THIS STUDY reports the correlations 

found between population densities and 
real property values in a specific Standard 
Metropolitan Area, that of Honolulu, Hawaii, 
in 1957-1958. Population densities were es- 
timated both by place of work and place of 
residence. Average values were computed 
separately for land and improvements, as well 
as for the two combined. Findings were ex- 
pressed as zero-order, partial, and multiple 
correlation coefficients, using census tracts as 
the units of analysis. 


Although the relationship between dens- 
ities and real property values has long been 
recognized, empirical research into this asso- 
ciation has usually been limited in both scope 
and method. Most authorities have stressed 
the importance of population growth and 
distribution in determining land values.? 
Exact mathematical measurement of this re- 
lationship, unfortunately, is rarely found in 
the literature. 


A prime reason for this paucity of quan- 
titative research has been the long-standing 
lack of comparable statistics on a small-area 
basis. Although standard, relatively perma- 
nent statistical areas (known as census tracts) 
have existed in many American cities for a 
generation or longer, their use has been lim- 
ited for the most part to place-of-residence 
population data compiled every ten years by 
the United States Bureau of the Census. 
Place-of-work population estimates by census 
tract are a much more recent development, 
available as yet for only a few communities.” 
Property value statistics compiled by census 
tracts are likewise difficult to find. Even 
where therequired economic and demographic 
data are potentially available on a compar- 
able small-area basis, they may be limited to 
the central city of a large metropolitan area. 


1 See, for example, Paul F. Wendt, “Theory of Urban 
Land Values,” Land Economics, August 1957, pp. 228-240; 
“Economic Growth and Urban Land Values, “The Appraisal 
Journal, July 1958, pp. 427-443; and Otis Dudley Duncan, 
“Population Distribution and Community Structure,” Cold 
Spring Harbor Symposia on Quantitative Biology, XXII, 1957, 
pp. 357-371. 

9 See, for example, Robert C. Schmitt, “Estimating Day- 
time Populations,” Journal of the American Institute of Planners, 
Spring 1956, pp. 83-85; the U. S. Bureau of the Census, 
Population Estimates for Survival Planning (Washington, D. C. 
U. S. Department of Commerce, July 1956). 


Current statistics of the types listed above 
are now obtainable for every census tract in 
the Honolulu Standard Metropolitan Area. 
The following published series were included 
in the present study: (1) Number of employed 
household heads, by census tract of employ- 
ment, as of January 1958. This series was 
based on a sample of 2,500 households resid- 
ing in the Honolulu Standard Metropolitan 
Area, surveyed by the Honolulu Star Bulletin 
and Honolulu Redevelopment Agency.? (2) 
Number of households, by census tract of 
residence, as of April 1957. The Honolulu 
Redevelopment Agency took a special census 
of close-in areas during the spring and sum- 
mer of 1957, and supplemented these find- 
ings with estimates based on symptomatic 
data for outlying tracts.4 (3) Assessed value 
of land, improvements, and land and im- 
provements combined, by census tract, as of 
January 1958. These statistics were compiled 
by the Territorial Department of the Tax 
Commissioner. § 

Although wide individual deviations from 
the legal seventy-percent assessment ratio 
have been pointed out,® assessed values seem 
to provide a reasonably accurate index of 
area-by-area variations in market values in 
Hawaii. A study of 1957 sales data reported 
that the mean ratio of assessed to market value 
for the entire Island of Oahu (that is, the 
Honolulu Standard Metropolitan Area) 
was 47.5 percent, and among the nine tax 
zones ranged from a low of 39.8 percent to a 
high of 55.3 percent.” The five series out- 
lined above were then recomputed on a per 





* Honolulu Redevelopment Agency, “Honolulu House- 
hold and Housing Survey, 1958,” Redevelopment and Housing 
Research, No. 12, April 1958, pp. 1-20. 

¢ Honolulu Redevelopment Agency, “Household Esti- 
mates for Oahu Census Tracts, 1957,’ Redevelopment and 
Housing Research, No. 10, October 1957, pp. 26-32. 

* Honolulu Redevelopment Agency, “Assessed Valu- 
ations of Oahu Census Tracts, 1958,” Redevelopment and Hous- 
ing Research, No. 14, December 1958, pp. 4-12. For a de- 
scription of assessing methods employed, see the Department 
of the Tax Commissioner, Appraisal Manual for Assessors and 
Appraisers of Real Property. Effective January 1, 1956. 

* John J. Hulten, Report to the Mayor and Board of Supere 
visors of the City and County of Honolulu, Territory of Hawait, 
Relating to Real Property Assessments in the City and County of 
Honolulu (Honolulu: Board of Supervisors, July 15, 1958). 

1 Public Administration Service, Real Property Assessment 
in Hawaii, A Survey Report (Chicago, Illinois: Public Admin- 
istration Service, December 1, 1958), p. 89. 
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acre basis, using planimeter estimates of the 
land area of each of the forty-two census 
tracts in the Standard Metropolitan Area.* 

Great differences were evident from tract 
to tract. Households per acre, by tract of 
residence, ranged from 0.02 in one of the out- 
lying agricultural areas to 15.54 near the 
central business district. By place of work, 
densities ranged from 0.01 (in three different 


* Honolulu Redevelopment Agency, ‘“‘Assessed Valua- 
tions of Oahu Census Tracts, 1958,” op. cit., and “Popula- 
tion Densities on Oahu: 1920 to 1950,” Honolulu Redevelop- 
ment Research, No. 5, March 12, 1954, table 3. 
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outlying tracts) to 46.65 downtown. Assessed 
value of land and improvements combined 
was likewise lowest ($214 per acre) in 
a peripheral agricultural area and highest 
($357,340) in the central business district. 
Comparable tract-by-tract differences were 
evident when value data were compiled sep- 
arately by land and improvements. These 
ranges are summarized in Table I. 


Correlation analysis—simple, partial and 
multiple—revealed the extent of the associa- 
tion between population densities and real 


TABLE I—PoruLaTIon AND ASSESSED VALUE PER ACRE, FOR THE HONOLULU STANDARD METROPOL- 
1TAN AREA AND Lowest AND Hicnest Census Tracts: 1957-1958 











Household Heads Per Assessed Value Per Acre 
Acre, by Place of — 
Area 
Work | Residence} Total Land Improve. 
Honolulu S.M.A..........0..00eeceee 0.24 0.27 $ 4,536]$ 2,227 | $ 2,310 
Lowest Census Tract................4. 0.01 0.02 214 186 28 
Highest Census Tract................. 46.65 15.54 357,340 | 192,853 | 164,487 




















property values. Complete data appear in 
Table II. In interpreting these correlations, 
it should be remembered that they were based 
on only forty-two sets of observations, few of 
which approached an approximately recti- 
linear distribution. Even so, the resulting 
coefficients appear to give a generally accu- 
rate indication of the degree of association 
among the several variables. 

Zero-order correlations were relatively 
high between property values and place-of- 
work data. The coefficient (r) between dens- 
ity by tract of employment and assessed value 
per acre of land and improvements combined 
was 0.87, with a corresponding coefficient of 
determination (r?) of 0.75. Values were only 
slightly lower when land and improvements 
were considered separately. 

Household densities by place of residence 
revealed a much lower degree of correlation 
with property values. Between households 
per acre and assessed value of land and im- 
provements combined, r was 0.49 and r? was 
0.24. These values did not differ appreciably 
from those computed separately for land and 
improvements. 

Partial correlations were considerably 
higher ‘than zero-order coefficients. Between 


total assessed value and density by place of 
work, the coefficient of partial correlation 
(holding density by place of residence con- 
stant) was 0.94. Between total assessed value 
and density by place of residence (with dens- 
ity by place of work kept constant) the coeffi- 
cient was 0.79. Values for landand improve- 
ments computed separately were slightly 
lower. 


Together, the two measures of population 
density provided an almost complete statis- 
tical explanation of tract-by-tract variations 
in property values. The coefficient of 
multiple correlation between total assessed 
value per acre (the dependent variable) and 
density by place of work and place of resi- 
dence (the two independent variables) was 
0.953. The combined measures of density 
thus accounted for almost ninety-one percent 
of the statistical variation in property values. 
Corresponding correlations for land and im- 
provements computed separately were re- 
spectively 0.937 and 0.943. 


The foregoing correlation coefficients 
appear high even when allowance is made 
for the limited number of degrees of freedom 
(39 or 40), skewed distributions of the under- 
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TABLE II—Coerricients oF CORRELATION AND DETERMINATION BETWEEN ASSESSED VALUE PER ACRE 
OF LAND AND IMPROVEMENTS AND PoPuLATION DEnNsIry BY PLACE OF WoRK AND PLACE OF RESIDENCE, 
FOR Oanu Census TrAcTs: 1957-1958 


(All Values are Positive) 





Independent Variable: Household Heads Per Acre By— 











Dependent Variable: Assessed Place of Work Place of Residence Places of 
Value Per Acre of— Work and 
Zero-order| Partial! | Zero-order| Partial? | Residence 
( multiple) 
Coefficient of Correlation: 
Land and Buildings................. .868 .937 .494 .792 .953 
| Gas aS ep ane errr .849 .916 .494 .750 .937 
Buildings Only*.................... .862 .925 .482 755 .943 
Coefficient of Determination: 
Land and Buildings................. .753 .878 244 .628 .908 
RY Pelers ip ichiees weve .721 .839 . 244 .562 .878 
Buildings Only*.................... .743 .856 233 .570 .889 




















1 Household density by place of residence held constant. Between place of work and place of residence densities, r = .119 


and r?=,.014. 
2 Household density by place of work held constant. 


8 Between land and building values per acre, r= .946 and r= .895, 


lying data, and rough nature of the economic 
and demographic estimates used. Unfortu- 
-nately, it is impossible to establish the over- 
all effect of these difficulties on the com- 
puted correlations. It seems unlikely, how- 
ever, that the higher values reported in 
Table II would thereby be reduced to levels 
of doubtful significance. 


These correlations merely indicate degree 
of association, of course, and do not neces- 
sarily imply a_ cause-effect relationship. 
Whether population densities create real 
property values or result from them (or both) 
in a given situation cannot be learned from 
this kind of analysis. In any event, certain 
tentative findings emerge from this study. 
Among them are the following: (1) In met- 


ropolitan Honolulu, at least, there is a high 
degree of correlation between the two meas- 
ures of population density, taken together, 
and real property values. (2) Viewed sep- 
arately, the two types of density differ widely 
in their association with property values. 
Density by place of work is much more highly 
correlated with assessed value per acre than 
is density by place of residence. (3) As- 
sessed values of land and improvements, com- 
puted separately, show only slightly lower 
correlations with population densities than 
is the case with land and improvements com- 
bined. 
Rosert C. Scumitt 


State Planning Office, 
Honolulu, Hawaitt 


Service on Limited-Access Highways: Organized 
Pressures and the Public Interest: A Quaere 


MILTON C. TAYLOR’S stimulating arti- 

cle, “Service on Limited-Access High- 
ways: Organized Pressures and the Public In- 
terest,” recently published in this journal,' 


1 Land Economics, February 1959, pp. 24-34. 


raises the question, “whether it is good public 
policy to follow the present intention of denying 
services on the right-of-way” of the forth- 
coming net of limited-access highways, and 
in particular the new 41,000-mile Interstate 
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and Defense Highway System.? As the article 
points out, service facilities will be univers- 
ally barred from the Interstate System right- 
of-way and a similar policy is being followed 
on much of the various state trunk system 
limited-access roads. 

Professor Taylor suggests that it is not good 
public policy to do so. However, there is 
danger in Professor Taylor’s position in that 
it may result in the conversion of the Inter- 
state System from roads of a freeway type to 
roads of a controlled-access type. 

The concept of limited-access roads in- 
cludes both freeways and controlled-access 
roads. A controlled-access road is one to 
which access is restricted both in number and 
location but still continues in this modified 
form. Such a road is Wis. 30 which runs from 
the outskirts of the Milwaukee metropolitan 
area to Madison. A controlled-access road 
is built under specific statutory authorization 
to serve a less heavily travelled trunk route.‘ 
A freeway, on the other hand, is a road com- 
pletely isolated from the abutting land— 
either by being built on new locationin which 
case the abutting owner has no right of access 
to the road§ or it is created by converting a 
pre-existing road and condemning or purchas- 
ing the landowner’s right of access.6 Such 
a road is Interstate 94, replacing U. S. 41, 
running from the Illinois state line to Milwau- 
kee. This type of road is built under differ- 
ent statutory authorization.’ The Interstate 
roads will be of the freeway type, which is in- 
tended to serve very heavily travelled and 
inter-regional routes. It would appear that 
Professor Taylor is questioning the freeway- 
services concept since services will be avail- 
able on the controlled-access road in the tra- 
ditional fashion under somewhat restricted 
number and location requirements. The im- 
portance of this distinction will become clear 
in the following discussion. 

Professor Taylor suggests that the under- 
lying policy motivating the decision to ex- 
#70 Stat. 378 (1956), 23 U.S.C. 157 (Supp. V, 1958). 

* According to the American Association of State High- 
way Officials, ‘‘an expressway is a divided arterial highway 
for through traffic with full or partial control of access 

. .” And an expressway with full control of access is 
afreeway. See, American Automobile Association, Road- 
side Protection (Washington, D.C., 1951), p. 14.; Iowa 
State Highway Commission, Rules and Regulations Regard- 
ing Controlled Access Highways, February 25, 1957. 

« Wis. Stat. Sec. 84.25 (1957). 

6 Carazalla v. State, 269 Wis. 593, 71 N.W. 2d 276 (1955). 

* Boxberger v. State Highway Commission, 126 Colo. 526, 251 


P. 2d 920 (1952). : 
? Wis. State. Sec. 84.29 (1957). 


clude service facilities from the Interstate Sys- 
tem is not clear. This is true in the Congres- 
sional enactment of the standards for the Sys- 
tem. However, the poiicy motivating the 
decision by the United States Bureau of Pub- 
lic Roads to seek such exclusion seems to be 
safety, speed, and economy of travel as well 
as the protection of the highway system 
from roadside encroachments that would de- 
stroy the System’s functional utility and ef- 
ficiency while it is still structurally sound.® 
What few valid comparative records there are 
available indicate that, while the controlled- 
access road notonly has a greater fatality rate 
than the freeway, it also has a slightly greater 
fatality rate than a conventional road.? In 
other areas of comparison, however, the con- 
trolled-access road has a better record than a 
conventional road and a less impressive 
record than a freeway.’ This is not a brief 
against controlled-access roads; they have an 
important place in a well-planned state trunk 
highway system, particularly on the state’s 
non-interstate roads where costs will be a 
more important factor.'! These factors are 
introduced because a freeway with access for 
service facilities is in danger of becoming a 
controlled-access road even though the ser- 
vice facilities are of a high design level. 


Professor Taylor suggests a number of rea- 
sons which tend to indicate that the pro- 
vision of service facilities on the freeways 
would be desirable. One of these is the in- 


®*David R. Levin, Public Control of Highway Access and 
Roadside Development (Washington, D. C., United States Bu- 
reau of Public Roads, 1947) pp. 3-6. It is an interesting side- 
light to observe that the autobahns of Europe whichserved as a 
stimulus for American thinking on the freeways do not 
provide service areas on the right-of-way. 

* President’s Advisory Committee on a National Highway 
Program, A Ten Year National Highway Program (Washington, 
D. C., 1955) p. 11. 

10 E.g., “Built-In Safety,” Automotive Industries, December 
1, 1956, p. 71. 

11 Federal participation in costs which is 90% federal and 
10% state on the Interstate System, drops to 50% federal and 
50% state on the federally-aided primary roads. In light of 
this increased cost burden on the states on the trunk system 
roadsit becomes important to note that some courts have held 
that a pre-existing conventional road may be converted into 
a controlled-access road with no damages to the abutting 
owner’s right of access if the access left him is reasonable. 
State Highway Commission v. Smith, 248 Iowa 869, 82 N.W. 2d 
755 (1957). Those states which consider the conversion of 
an existing conventional road to a controlled-access road to 
be a taking of the abutting owner’s right of access under the 
eminent domain powers will still find his damages to be 
nominal if the new access to the controlled access road is as 
good as his prior access. Department of Public Works v. Wolf, 
414 Ill. 386, 111 N.E. 2d 322 (1953). 
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crease in the individual driver’s average speed 
that will result from his ability to secure ser- 
vices on the right-of-way rather than leaving 
the freeway to secure such’services. This con- 
sideration is not controlling. If the ability 
to secure services on the right-of-way will 
lower the speed of the stream of traffic, which 
the controlled-access studies indicate that it 
tends to do, then it is better that the indi- 
vidual driver lose time in leaving the right- 
of-way than that he should slow down the 
whole flow of traffic in securing them on the 
right-of-way. 

Professor Taylor suggests that by state con- 
trol of services on the right-of-way the alloca- 
tion of these services can be made more effic- 
ient and economical on an over-all basis by 
avoiding duplication and poor location and 
that the state itself should benefit from the 
otherwise unearned increment or “pure wind- 
fall” to the owners of land in the interchange 
areas under the current policy. If these con- 
siderations are compelling, they can be 
achieved by improved service road and inter- 
change location practices or by excess con- 
demnation of the land around _inter- 
changes and the establishment by the state 
of service areas on that land. Where these 
approaches are not desirable or feasible, local 
governmental action and control through 
zoning and master planning can accomplish 
many of these same ends. Even if the private 
landowner exploits this benefit, it will be re- 
turned to the state to some extent in the in- 
creased tax-base of the land involved—and 
in Wisconsin through the state income tax. 

Professor Taylor places emphasis on the 
failure of the toll road users to leave the right- 
of-way to secure services. This is not always 
possible without the payment of added tolls 
or other inconvenience on re-entry, and 
drivers alert to this possibility will tend to 
remain on the toll road right-of-way even 
when no cost penalty would result from their 
deviation from the direct toll route. Where 
these factors are not present the considera- 
tions of general convenience would seem to 
explain the choice of the available services. 

Professor Taylor concludes from these 
factors and others which he ably presents in 
the article that driver convenience should be 
the paramount factor in determining service 
area location. But quaere: should not the 
factors of safe, efficient and economical use 
of the road and the permanance of the invest- 
ment of the public money in the inter-regional 


highway system be paramount? Where the 
provision of such services on the highway 
right-of-way tends to defeat these objectives, 
the comparatively minor driver inconven- 
iences of leaving the freeway for services 
should not be controlling. 


That such lack of service facilities on the 
right-of-way will not tend to decrease the 
usefulness of the freeways to the individual 
driver is indicated by the records of the ex- 
isting non-toll freeways. Excluding essen- 
tially urban roads, such as New York City’s 
West Side Drive which must be treated sep- 
arately, many of the county expressway sys- 
tems present somewhat extended stretches of 
freeway design roads in suburban and rural 
non-farm areas, ¢.g., Cook County’s 15-mile 
Edens Expressway in Illinois. This road 
seems to have resulted in no substantial driver 
inconvenience. Further, U.S. 66 in Illinois 
from Joliet to Springfield, before conversion 
to iaterstate standards, presented an ex- 
tended length of freeway type road with 
service facilities available only via service 
roads and in the interchange areas. Again, 
no significant driver inconvenience seems to 
have resulted. Road studies on these and 
similar facilities in different areas where there 
is no alternative to seeking services in other 
than the right-of-way should be included in 
the extensive tol] road studies called for by 
Professor Taylor. 


A final difficulty involved in providing 
service facilities on the right-of-way is a con- 
stitutional problem. The current federal 
statutory and administrative regulations 
could well be changed butan underlying con- 
stitutional issue would remain. Should such 
services be classified as a public use under the 
terms of the state constitutional restrictions 
on the power of eminent domain and will the 
method of providing them violate the equal 
protection and due process clauses of these in- 
struments by granting such rights on an other- 
wise restricted right-of-way? There is no 
clear answer and the result may differ from 
state to state. The toll road legal ex- 
perience’? js not applicable because the toll 
roads are quasi-private corporations run for 
profit '%, at least until the financing bonds are 
repaid, making them somewhat analogous 


12 Illinois State Toll Highway Commission v. Edens Cemetery 
Association, Ill. 2d, 158 N.E. 2d 766 (1959); Opinion of the 
Justices. 330 Mass. 713, 113 N.E. 2d 452 (1953). 

18 People ex rel. Thompson v. Giessel, 265 Wis. 185, 60 
N.W. 2d 873 (1953). te 
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to railroads or other public utilities that have 
the power of eminent domain delegated to 
them by the state. On the contrary, the free- 
ways will be ordinary, free public roads of a 
very high design standard. The point is 
raised only to note the possible issue in- 
volved in many of the states. 

The principal danger to the highway sys- 
tem resulting from Professor Taylor’s posi- 
tion is that it may result in the conversion of 
the interstate freeways into merely controlled- 
access roads with a corresponding decrease in 
their safety, efficiency, speed and permanance. 
The toll road data on which Professor Tay- 
lor bases his conclusion is susceptible to other 
interpretation and, since it does not include 
information on the existing non-tol] freeways, 
may not be valid. The desirable ends that 
the author proposes to achieve can be reached 
within the existing framework by state or 
local action within the freeway design. Fin- 
ally, there is the possibility of an underlying 
constitutional issue. 


Driver convenience is important and should 
be provided wherever possible. But the max- 
imum in driver convenience is the conven- 
tional road where the driver can secure not 
only the traditional roadside driver-services 
but also have access to a local shopping and 
amusement district.'4 It must be remembered 
that the main function of the Interstate Sys- 
tem and the state trunk freeways is to pro- 
vide traffic service. The most effective means 
of providing this is through full freeway 
design. 

FRANK M. Covey, Jr. 


Research Associate, Highways Laws Project, 
University of Wisconsin 





14Andreas Grotewald and Lois Grotewald, ‘“Com- 
mercial Development of Highways in Urbanized Regions: 
A Case Study,” Land Economics, August 1958, pp. 236-241. 
The authors were describing highway U. S. 41 in Northern 
Illinois, built as a through-traffic facility in the 1930’s and 
now replaced as a through-traffic carrier by the Illinois Tri- 
State Toll Road running several miles to the west and 
parallel to the old road. 


Service on Limited-Access Highways: Organized 
Pressures and the Public Interest: A Rejoinder 


M* general impression after reading Pro- 

fessor Covey’s reply to my article, and 
in referring again to the original paper, is that 
both of us are guilty to some extent of making 
oblique and circuitous sallies before getting to 
the point. I have this reaction because I have 
apparently presented my thesis with enough 
ambiguity so that Professor Covey has mis- 
understood my analysis in part, while I have 
also had some difficulty in discerning the focal 
point of his criticisms. 

To illustrate, Professor Covey begins his re- 
ply by drawing to my attention in a discreet 
way that I have been using the term “‘limited- 
access highway” rather loosely. He is, of 
course, quite correct in saying that a limited- 
access highway can be either the controlled- 
access type, where access is restricted in num- 
ber and location, or the freeway type, where 
access is completely denied owners of abutt- 
ing property. But although I am apprecia- 
tive for this correction, it serves only to clarify 
and not to resolve the basic policy issue which 
I have raised. In other words, what this cor- 
rection does is to make more apparent that 
my concern, more accurately stated, is over 
the provision of services for the freeway type 


of highway rather than for the controlled- 
access type. Bhs 

Or to mention another digression, Pro- 
fessor Covey maintains that the danger in- 
herent in the provision of services on the right- 
of-way is that this may result in converting 
the National System of Interstate and De- 
fense Highways from a freeway type of high- 
way to a controlled-access type. Again, this 
statement avoids the issue. I admit that it 
would be apoor bargain to trade the freeway 
type of highway for the controlled-access type 
in order to provide user services on the right- 
of-way, but I had no intention of implying 
that such a trade would be desirable. Nor is 
this a necessary alternative. What I have 
suggested, instead, is the possibility of provid- 
ing services on the right-of-way without de- 
tracting in any way from the freeway feature. 
And it is my impression that toll highway ex- 
perience has proven that providing services 
on the right-of-way in no way impairs the 
functional utility of the facility. 

What, then, is my conception of the prin- 
cipal issue to which both Professor Covey and 
I should be directing ourselves. Stating my 
thesis more directly and concisely than I have 
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done before, I would say that I have tried to 
present the case for publicly regulated and super- 
vised service facilities on the right-of-way of the 
Sreeways, particularly on the National System 
of Interstate and Defense Highways. Lest 
even this be misunderstood, let me say that I 
do not see why the highway user of the free- 
ways should be denied the same kind of ser- 
vices which are presently available on the toll 
highways. Now that this frame of reference 
has been established, and I hope this time 
without ambiguity, the remainder of this re- 
joinder will consider some of the reservations 
which Professor Covey has expressed with 
respect to the provision of services on the 
right-of-way of the freeways. 

While the focus of the original article was 
on arguments justifying the location of service 
facilities on the right-of-way, Professor Covey 
counters by suggesting other ways in which 
services could be provided. He states: 


“If these considerations are compelling, they can 
be achieved by improved service road and inter- 
change location practices or by excess condemna- 
tion of the land around interchanges and the 
establishment by the state of service areas on that 
land. Where these approaches are not desirable, 
or feasible, local government action and control 
through zoning and master planning can accom- 
plish many of these same ends. Evenif the private 
landowner exploits this benefit, it will be returned 
to the state to some extent in the increased tax- 
base of the land involved.” 


In addition to being inconvenient to motor- 
ists, providing service facilities off the right- 
of-way of the highways will also present a 
number of problems. The first difficulty 
which will be encountered is with the design- 
ing of the interchanges, for these will have to 
be adequate for highway users forced off the 
highways to find service facilities as well as 
for normal egress and ingress traffic. It would 
appear that the traffic capacity of the inter- 
changes will have to be increased by at least 
10 to 15 percent if the rate of traffic move- 
ment and safety standards are to be main- 
tained. If this is not done, the interchanges 
will become traffic bottlenecks and breeding 
grounds for accidents. In addition, inter- 
section frequency may have to be increased, 
particularly in states west of the Mississippi. 

Nor would the traffic problems end at the 
interchanges. Travelers seeking services will 
enter feeder roads, which in many cases will 
be inadequate even to handle regular origin 


and destination traffic. In their questfor serv- 
ices, these drivers will add to the conges- 
tion on local roads and cause a safety hazard 
by looking for parking facilities and in mak- 
ing cross-traffic turns in order to return to the 
expressway.! 

Initially, it may be taken for granted that 
service facilities around the intersections and 
on feeder roads will be ir.adequate for the de- 
mand. At the very least, therefore, there will 
be a period of painful adjustment for the 
motorist while private investment provides 
the kind and amount of facilities needed. 
Until this adjustment eventuates, service facil- 
ities will be on a hit and miss basis. In ad- 
dition, adequate signing will have to be pro- 
vided on the right-of-way of the highways in 
order to inform motorists of the nature of the 
facilities available at each intersection. 


More serious than these problems, how- 
ever, is the threat of rural blight around the 
intersections and on nearby feeder roads, 
which will be a burden forced on local com- 
munities. Near mostintersections there wil] be 
a mad scramble for land and the hasty erec- 
tion of commercial establishments. These 
developments are likely to occur before there 
is adequate zoning, planning, or Jand use reg- 
ulation; because Jocal governments either will 
be unaware of whai is happening or will lack 
the resources to cope with the problem. This 
creation of urban slums around the inter- 
sections wil] not only create problems of 
health, sanitation, and policing for rural com- 
munities but will also detract from desirable 
standards of aesthetics and beauty, which is 
one of the design objectives of the interstate 
highway system.? (Suggestion: Professor 
Covey to inspect some of the facilities avail- 
able for master planning and zoning at the 
township level in Wisconsin.) 

In the absence of adequate local remedial 
action what else can be done to avoid these 
problems? Professor Covey mentions ex- 
cess condemnation of the land around inter- 
changes and the establishment by the state of 
service areas on that land. If by this, he 
means the establishment of publicly regu- 
lated and supervised service facilities, why 
not develop these on the right-of-way where 


1 For a more complete development of this problem, see 
an article by Roland B. Greeley, “Transportation an Essen- 
tial Part of Any Comprehensive Planning,” Traffic Quarterly, 
January 1958, pp. 5-16. 

2 Acknowledgement is made to Professor Philip M. Raup 
of the University of Minnesota for some of these thoughts 
which were made available through a personal letter. 
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they are more conveniently located for motor- 
ists? It is also claimed that higher valuations 
for the property tax will return some of the 
benefits of increased land values to the state. 
With administration of the local property tax 
as it is, not too much reliance should be placed 
on this compensatory factor. Further, the 
beneficiaries of this increase in tax revenue 
would be local residents instead of highway 
users. (Suggestion: Professor Covey to refer 
to Henry George’s Progress and Poverty.) 


Later in his reply Professor Covey argues 
that the operation of existing non-toll free- 
ways proves that the lack of service facil- 
ities on the right-of-way will not decrease the 
usefulness of these highways. He cites as 
proof of this New York City’s West Side Drive 
and Cook County’s 14 mile Edens Expressway 
in Illinois. These relatively short stretches of 
highway, however, are not indicative of the 
future problem of providing services on free- 
ways. The problem under consideration is 
not 15 or 20 miles of freeways with abundant 
service facilities at either end, but 41,000 miles 
of fully controlled access highways. The 
problem is not with a traveler who spends one- 
half an hour on a freeway, but with one who 
spends a whole day or several days. 


Professor Covey raises the possibility of con- 
stitutional restrictions with respect to pub- 
licly regulated services on the right of way. 
Again, this objection is in the nature of a di- 
gression because it is not directed to the issue 
ofsocial desirability. Moreover, constitutional 
restrictions did not prevent the provision 
of service areas on Route 128, a freeway 
encircling Boston. It is also pertinent to 
note that these service areas on Route 128 
were built as a result of public demand 
after the highway was in use and despite the 
fact that the interchanges were at intervals of 
approximately one mile. 


Finally, let me direct myself to a quaere 
that is posed: ‘Should not the factors of safe, 
efficient and economical use of the road and 
the permanence of the investment of public 
money in the inter-regional highway system 
be paramount?” In asking this question, 
Professor Covey, of course, assumes that the 
provision of highway services on the right of 
way detracts from full freeway design. This 


is apparently the crux of the issue between the 
two of us for, rather than detracting from 
freeway design, I would argue that services 
on the right-of-way actually increase the 
safety, permanence, and utility of the highways. 
In fact, the proposition can be defended that 
an express highway system without adequate 
provisions for conveniently available services 
is not really a fullintegrated system. It seems 
to me that the availability of meals and fuel 
on the right-of-way of an express highway is 
entirely as logical and necessary as the provi- 
sion of meals in an airplane or sleeping 
accommodations on a train. 

What will be the outcome of this issue? It 
is possible that the problem will be resolved 
by the driving public itself. During the past 
twenty years the highway user has learned to 
expect certain conveniences from traveling on 
toll highways such as absolute control of ac- 
cess, safety features of various types, and 
specialized aids such as service facilities on 
the right-of-way. What will happen when 
the highway user finds that not all of these 
are provided on the freeways? What will 
happen if he comes to the conclusion that he 
has been short-changed, at least as far as serv- 
ices are concerned? Public dissatisfaction 
may be such that a change in policy will be 
demanded, notwithstanding pressure groups, 
possible constitutional restrictions, or present 
legislative and administrative restrictions. 
The planners, legislators, and administra- 
tors responsible for present freeway provisions 
may discount toll highway experience but 
they may not be able to ignore the demands 
of the highway user.* 

Mitton C. TAyLor 


Associate Professor of Economics, 
Michigan State University, East Lansing. 


8 Since the presentation of my original article on the sub- 
ject of service facilities on the freeways two papers have been 
presented by outstanding authorities of highway design 
which give support to the position that services should be 
available on the right-of-way of the freeways. I am indebted 
to these papers for stimulating my own thought on the sub- 
ject. See, John R. Crosby, “The Interrelation of Agencies 
in the Control of Traffic,” a paper presented at the 29th 
Annual Safety Council and Exposition, April 14, 1959; and 
Charles L. Dearing, “Adequacy of Services for the Traveling 
Public on Controlled Access Highways,” a paper presented 
before the American Society of Engineers’ Convention, May 
6, 1959. Acknowledgement is also given to Professor Frank 
Child of Michigan State University for helpful suggestions. 
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Real Estate Principles and Practices. By Preston 
Martin. New York: The Macmillan 
Company, 1959, pp. 419. $6.75. 

The emphasis of the book is on real estate 
finance and development and federal housing 
policy. In treating these subjects Martin has 
introduced an innovation in the organization 
of the subject matter by taking the reader 
through the life-span of a program of land 
use from subdivision to demolition and re- 
development. Chapters on mortgage money 
sources, financial practice and the mortgage 
market are pointed toward financing real 
estate development and complement the life- 
span chapters very well. Three chapters on 
federal activities also are pointed toward de- 
velopment of residential areas and secondary 
mortgage market problems. Two chapters 
on residential income properties and non- 
residential income properties complete the 
material focused directly on real estate de- 
velopment and investment. 

Other chapters on urban areas and urban 
growth, property law and conveyancing, real 
estate brokerage, valuation, blight and 
cyclical fluctuations are used to complete the 
book but they almost appear as “extras” to 
the main stream of the material. Appendices 
include monthly loan amortization tables, 
annuity tables and FHA risk-rating grids. 
Use of the data in the appendices is described 
in the text so that their inclusion is functional 
and appropriate. 

The bookis primarily descriptive as opposed 
to analytical with the greater part of the 
treatment on practices rather than principles. 
Martin’s desire to equip a student with the 
tools for decision-making with respect to real 
estate situations is apparent but he has not 
carried his discussions so far as to relieve 
teachers of the need for supplementing the 
text material and further identifying prin- 
ciples as guides for action. 

Inasmuch as the general theme of the text 
is on development of real estate it would 
appear that the subject of urban growth— 


chapter two in the book—could have been 
given more extensive treatment. Here in 
particular is the book brief and descriptive 
rather than analytical The causes of 
growth, the measurement of growth and the 
impact of economic expansion on urban 
areas are described but not dealt with suffi- 
ciently to equip the potential developer or in- 
vestor with the tools to measure the probable 
rates of change in an urban market or to 
translate estimates of economic growth into 
demand and supply factors in real estate 
markets. A teacher will have the opportunity 
to supplement the text in this area while the 
previously uninformed reader who under- 
takes the book without supervision may re- 
main unappreciative of the analytical oppor- 
tunities available to him for forecasting and 
projecting urban growth. 

The life-cycle of real estate creation ap- 
proach gives Martin organizational problems. 
Much of the book is well organized but some 
of the chapters and sections of chapters appear 
out of place, particularly “‘too late,” but this 
is the result of the use of the life-cycle ap- 
proach to real estate development and 
demise in which the need for saying every- 
thing at once is emphasized. All introductory 
books are likely to suffer to some extent from 
being unable to tell everything at once; 
mention of it here may be a reflection of the 
reviewer’s prejudices on what must be held 
until later rather than a flaw in the book. 

The style is comfortable though less than 
academic. The “you will find... .” 
approach which Martin uses is not preferred 
by the reviewer but it does personalize the 
book to the reader. The use of names of 
well-known persons, companies, places and 
real estate situations should be of interest to 
readers new to the field and contribute to the 
book’s appeal. Minor flaws common to 
first editions of texts appear but they do not 
harm the book as a teaching instrument. 

The major contributions to textbook litera- 
ture are in the areas of subdividing and 
financing in which Martin is fascinatingly 
realistic. The book could develop widespread 
acceptance because of the dudlenannt and 
financing chapters. 
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The Martin book will probably be very 
effective if used in conjunction with case and 
problem materials in professionally oriented 
real estate courses. 

Rosert O. Harvey 


Associate Professor of Finance, 
University of Illinois 
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Governmental Problems in the Chicago Metro- 
politan Area. A Report of the North- 
eastern Illinois Metropolitan Area Local 
Governmental Services Commission. 
Leverett S. Lyon, Editor. Chicago, 
Illinois: The University of Chicago 
Press, 1957, pp. 283. $8.00. 

The metropolitan problem—that of find- 
ing politically acceptable means of organiz- 
ing, financing, and administering large urban 
complexes—continues to be the most promi- 
nent issue in the field of local public affairs. 
The present volume is one of numerous publi- 
cations that have appeared in recent years on 
the governmental problems of metropolitan 
areas. It is the joint product of twenty 
contributors under the editorship of Leverett 
S. Lyon, executive director of the North- 
eastern Illinois Metropolitan Area Local 
Governmental Services Commission. This 
commission was established by the Illinois 
legislature in 1955 to study the problem of 
providing basic local services to the nation’s 
second largest metropolis. 

The contributors were asked to prepare 
expository papers analyzing particular area- 
wide problems. Their work appears in the 
form of seventeen monographs covering a 
wide range of functions and activities—from 
fire protection and refuse disposal to school 
reorganization and metropolitan planning. 

The volume is impressive but, aside from 
disclosing certain factual information about 
the governmental complexities of the Chicago 
area, it adds little that is new to the expand- 
ing literature on metropolitanism. Viewed in 
its entirety, the collection again suggests that 
the metropolitan problem is one “arising 
from differentiated growth and the resulting 
lack of coincidence between economic de- 
velopment and governmental entity.” In 
outgrowing its political boundaries the urban 
community now faces the difficult task of 
operating with many autonomous centers of 
political decision-making. p 


The various papers are unevenly written. 
Some of them are helpful analytically but the 
majority are useful only as descriptive essays. 
This latter result was to be anticipated since 
the monographs were designed primarily to 
furnish “the basis for an informative program 
for the members of the Commission, mem- 
bers of the legislature, civic groups, and 
citizens generally.” 

The paper written by Frederick T. Ash- 
man with the cooperation of the Chicago 
Plan Commission staff bears special mention. 
Showing a perceptive awareness of the 
metropolitan community as a functional 
entity it demonstrates how the physical form 
of the Chicago area influences the character 
of its development, how each part of the 
metropolis contributes to the carrying out of 
major economic activities, and how social 
and economic interaction lends to the area 
as a whole many of the characteristics of a 
single city. Ashman offers no solutions—in 
fact the contributors were asked to avoid de- 
finitive conclusions and recommendations— 
but he does emphasize the need for conduct- 
ing area planning and research on a compre- 
hensive rather than the usual functional 
basis. 

Perhaps as studies of this kind accumulate, 
they will provide the empirical data necessary 
for theory formulation in the field of metro- 
politan government. If they serve this pur- 
pose they will have accomplished an important 
mission. For until we obtain a better theo- 
retical understanding of the metropolitan 
community as a functioning organism, our 
efforts to solve the conundrum of the me- 
tropolis will remain largely ad hoc and 
ephemeral. 


Henry J. SCHMANDT 


University of Wisconsin, 
Milwaukee, Wisconsin 
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Techniques of Population Analysis. By George 
W. Barclay. New York: John Wiley & 
Sons, Inc., pp. 311. 

The jacket, the foreword, and the intro- 
duction of Techniques of Population Analysis de- 
clare its suitability for the novice, and to a 
large extent this claim is justified. The book 
comprises a systematic, well-organized series 
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of discussions of important concepis, defini- 
tions, and analytic procedures commonly em- 
ployed by demographic analysts. Numerous 
comments on the limitations and biases of 

articular types of data and particular ana- 
ytic procedures do much to alert the inex- 
wean population analyst to the necessity 
or caution in interpretation of demographic 
measures. Numerous tabular examples make 
clear how specific measures are computed. 

Readers who lack training in demography 
may wonder, however, whether the results 
attained by the modes of analysis so well set 
forth are important only for their own sake. 
There is barely a hint of the reasons why spe- 
cific demographic measures often prove use- 
ful in the real world, or of the potential con- 
tribution of population studies to economic 
analysis, national and local planning, govern- 
mental administration and policy formula- 
tion, and many other fields in which such 
studies have proved to be of value. A section 
devoted to topics such as these and to the 
promulgation of research strategy in keeping 
with various objectives would have been a 
valuable addition. 

The emphasis given to some topics, par- 
ticularly the stable population and the in- 
trinsic rate of increase, seems excessive in a 
work for beginners, whereas insufficient at- 
tention is given to the development of suitable 
assumptions for population projections, guides 
to the selection of appropriate life tables for 
particular problems, the interpretation of 
data for periods of sharp population change 
(such as during the recent Hungarian revolu- 
tion), and “other practical problems which 
logically precede the computations stressed in 
the book. The ‘chapter on manpower fails to 
discuss the‘usefulness of employment data col- 
lected jon an establishment basis in industrial 
censuses as an adjunct to the social security 
system and in other ways, and hence avoids 
consideration of the very important problem 
of reconciliation of employment data from 


different kinds of records. Conspicuously ab- 
sent is any treatment of such population char- 
acteristics as educational attainment and mari- 
tal status. Also it would have been useful to 
people working with data for areas with poor- 
ly developed statistical systems to have cov- 
ered the possibilities of drawing useful infer- 
ences about demographic variables from non- 
demographic data. 

There are a number of sweeping general- 
izations in this book which are either incor- 
rect or most questionable. For example, the 
life table is not, as claimed, “indispensable 
in making population estimates by age.” 
It is often dispensed with in favor of regis- 
tered deaths by age or estimates thereof, with 
some improvement in accuracy. Nor is it 
true that “‘place-of-birth statistics of a census 
have potentially the greatest wealth of infor- 
mation about migration that has ever 
been assembled.” 

There are a number of annoying editorial 
or typographical lapses. In at least two in- 
stances cross references are incorrect; several 
formulae are incorrectly printed; in table 7:3 
the gross reproduction rate is called the net 
reproduction rate; a column of figures in the 
same table is incorrectly totaled; and most 
confusing of all, the numbering system of the 
appendix continues that of chapter 4, so that 
references to the appendix appear to refer to 
Chapter 4. 

Despite its weaknesses, the book has con- 
siderable potential usefulness for beginners; 
particularly suitable are the chapters on the 
life table and the measurement of fertility. 
There is a plan to use several chapters in 
courses operated by the United States Bureau 
of the Census for foreign trainees in demog- 
raphy. 

NormMAN LAWRENCE 


Foreign’ Manpower Research Office, 


Bureau of the Census, 
Washington 25, D. C. 
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